mtlelite 
Utilities | 





g 
£ 


—<“ 
Volume 64 No. 5 fim) A August 27, 1959 


POWER EQUIPMENT RESEARCH AND 
DEVELOPMENT—A KEY TO POWER 
COST CONTAINMENT 


By J. L. Singleton 
« » 
Streetcars Find New Life Abroad 
By Herbert Bratter 


< > 


Acquisition Adjustments in Rate Cases 
By Samuel M. Koenigsberg 


« > 


British Nationalized Utilities Run in the Red 





Packaged unit substation 
mean packaged individualit 


WHATEVER YOUR SYSTEM STANDARDS, a factory-built 
unit substation can be designed to meet them. Over 100 major 
electric utilities have found that versatile packaged units can 
match the special requirements of their individual systems 
better and more economically than conventional substations 
when all cost factors are considered. General Electric Com- 


pany, Schenectady 5, New York. 512-25 


Progress ls Our Most Important Prodvet 


N 





Ec tor-in-Chief ¢ ELtswortH NICHOLS 
Editor ¢ Francis X. WELCH 

ssociate Editors ¢ Ratpu S. CHILD 
Nem H. Durry 

NorMAN J. BARATT 

GeorGE E. TURNER 

Joun W. Hewitt 


Assistant Editors ¢ M. C, McCartHy 
L. WILLIAMS 


Financial Editor ¢ OWEN ELy 


Advertising Manager @ E. L. Cooxe 


(irculation Manager ¢ E. S. SteveENS 





REPRINTS OF ARTICLES 
(200 or more copies) 
available on orders re- 
ceived within 30 days 
after publication date. 
Address 
WASHINGTON OFFICE 
for quotations. 


4 4 


Pustic Uriitres ForRTNIGHTLY . . stands 
for federal and state regulation of both 
privately owned and operated utilities and 
publicly owned and operated utilities, on a 
fair and nondiscriminatory basis; for non- 
discriminatory administration of ‘laws; for 
equitable and nondiscriminatory taxation; 
and, in general—for the perpetuation of the 
free ter peta system. It is an open forum 
for ::e free expression of opinion concern- 
ing ublic utility regulation and allied 
topics. It is supported by subscription and 
adve: tising revenue; it is not the mouthpiece 
of a: y group or faction; it is not under the 
edit ial supervision of, nor does it bear the 
endo» sement of, any organization or associa- 
tion. The editors do not assume responsi- 
bilit) for the opinions expressed by its 
cont: butors. 


% 


tions: Address correspondence to PusLic 
ES FORTNIGHTLY, circulation department, 
nnsylvania Building, Washington 4, D. C. 
ne month for change of address. 


copies $1.00. Annual subscription price 
ues a year): United States and posses- 
$15.00; Pan American countries, $15.00; 
, $16.00; all other countries, $17.50. 


Enterrd as second-class matter April 29, 1915, 
unde: the Act of March 3, 1879, at the Post Office 
at B itimore, Md., December 31, 1936. Copy- 
righted, 1959, by Public Utilities Reports, Inc. 
Printed in U. S.A, 


Public 
Utilities 


FORTNIGHTLY 


VOLUME 64 AUGUST 27, 1959 NUMBER 5 








ARTICLES 


Power Equipment Research and Development— 
A Key to Power Cost Containment ..J.L. Singleton 329 


A discussion of the importance of considering cycle buying 
as a negative factor in the task of holding the cost line of 


power. 

Streetcars Find New Life Abroad .. Herbert Bratter 
An interesting study of what happens to our streetcars when 
such lines are discontinued. 


Acquisition Adjustments in Rate Cases 
Samuel M. Koenigsberg 344 


There are still plenty of differences among the regulatory 
commissions on how “acquisition adjustments” should be 
handled. 


FEATURE SECTIONS 





Washington and the Utilities 
Telephone and Telegraph 
Financial News and Comment 
What Others Think 
British Nationalized Utilities Run in the Red 
The Anatomy of Attrition 
Missile Guidance Development 
Power from the Atom 
Fair Rates of Return and Inflation .................. 
Electric Utilities and Oregon Highways .......... 
Haze Surrounding Monorail. os. 65 c.6. esac cescesc 
The March of Events 
Progress of Regulation 
Industrial Progress 
e Pages with the Editors. 6 © Utilities Almanack 
© Coming in the Next Issue10 © Frontispiece 


e Remarkable Remarks .. 12 © Index to Advertisers .. 34 





Pus.ic UTILities REpPorTs, INc., PUBLISHERS 


Executive, Editorial & 

Advertising Offices 332 PENNSYLVANIA BLpc., WasHINnGTON 4, D. C, 
Publication Office CANDLER BUILDING, BALTIMORE 2, Mb, 
Advertising Representatives: 

New York 6: Robert S. Farley, 95 Liberty Street, COrtland 7-6638 

Cleveland 15: Macintyre-Simpson & Woods, 1900 Euclid Avenue, CHerry 1-1501 

Chicago 1: Macintyre- ——— & Woods, 75 "E. Wacker Drive, CEntral 6-1715 

Pacific Coast: < D. Pugh & Associates, 

P. O. Box 635, Altadena, Calif., SYcamore 7-2894 


and 
Hunter Vinton, 1050 Lincoln dustin Palo Alto, Calif.—DAvenport 5-4815 
5 














a 





seipictregtn ge: 





























The above list covers American utilities 
only. Abroad, too, the C-E Controlled 


Circulation Boiler has achieved a pre- 
dominant position for 2400-lb applica- 
tions, evidenced by orders placed with 
C-E or its licensees for 23 units with an 
aggregate capacity of 5,030,750 kw. 
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Although one unit for supercritical pressure is presently in service and 
others are under construction, today’s pressure plateau is in the 
2400-2520 psi range. 


It appears inevitable that many new units will be purchased for this pressure 
cycle, since it offers a heat rate gain of about 185 Btu over the 1800-psi 
pressure group. With ever-increasing fuel prices, there is ample 

incentive to move into this pressure range. 


In the entire area of high pressures, temperatures and capacities, 
Combustion is playing a leading role. As indicated by the list on the opposite 
page, 38 C-E units have been purchased for use in the 2400-lb pressure 
range and above — 32 of the Controlled Circulation design. The turbine- 
generator capacity for the 38 units listed totals about 8-million kilowatts. 
Already, 14 of these units are in service supplying steam to produce more 
than 2-million kw. One has been in service over 3 years. 





Later this year, a C-E Sulzer Monotube unit, designed for the highest steam 
pressure and temperature ever employed (5000 psi at 1200 F), will go 
into service at Eddystone Station of Philadelphia Electric Company. 
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| Two more supercritical pressure units, for 3500 psi, are presently under 

2 construction. Other similar units for subcritical pressures are already 

a in service for Metropolitan Edison Company and Dayton Power & Light Co. 
BY Along with higher pressure, the trend is toward higher unit capacities. 

2 In another year, the average size of high pressure units purchased should 


be up to 250 megawatts as compared to an average of 200 mw, 
for the units listed on the opposite page. 
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ling § 200 Madison Avenue, New York 16, N. Y. C218 









> nineteenth century British his- 
torian, H. T. Buckle, many years ago 
proclaimed what appeared to the world of 
his day as a rather novel position. He 
thought that timing is what makes histori- 
cal events, and not vice versa. Given prop- 
er timing you could reverse history. The 
Spanish Armada was defeated more by 
a howling North Atlantic gale than by 
Sir Francis Drake and the other seago- 
ing British naval heroes of the Eliza- 
bethan court. Napoleon was beaten at Wa- 
terloo by a rainstorm. 


ONE could go on and on with such fan- 
tasy, about the timing of events in history. 
If Cleopatra had been born (or had died ) 
a decade sooner, what would history say 
today of the Roman conquest of the Medi- 
terranean? If Columbus had sailed onlv 
a month earlier, so that the prevailing 
winds landed him on the coast of Flori- 
da instead of the West Indies, would we 
all now be speaking Spanish in the United 
States ? 


WELL, whatever you may think of 
this, there is no doubt that good timing, 
as distinguished from poor timing, can 
make the world of difference in business. 
Think of what Baron Carl Auer von 
Welsbach did for the American gas in- 
dustry in 1890 with the perfection of the 
Welsbach mantle (originally patented in 
1885). This happened over a decade after 
Edison had invented the electric light, and 
eight years after the first commercial elec- 
tric power station had been opened by 
Edison in Pearl street, New York city, 


in 1882. 


Ww what we know of the superiori- 
ty of electric lighting even over the 
ingenious gas mantle invented by Baron 
Welsbach, one might reasonably have 
jumped to the conclusion that the Baron’s 
invention had appeared at least a decade 
too late. But the American gas companies 
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J. L. SINGLETON 


of that era knew that they had the ad- 
vantage of a time lag in the consumer 
market. American homes had already 
been piped for gas for many years. Elec- 
tricity still had to be introduced and wired 
into the homes before electricity could 
take over the lighting business. 


AND so it was that the ingenious incan- 
descent mantle invented by the Austrian 
chemical genius, with rare earths, which 
he had discovered, gave gas lighting 
twenty to twenty-five years of extra life 
in some places. Thus the gas companies 
were able to retire gracefully and prof- 
itably from the lighting field and develop 
the cooking and heating markets which 
they occupy today. So much for history 
of a utility industry’s conflict over the 
lighting market before the turn of the 
century. 


IMAGINE our surprise to note an an- 
nouncement earlier this year of a 1959 
Welsbach gas mantle. The old glowing 
owlish light which middle-aged people 
can recall in their childhood days is mak- 
ing a minor comeback. The new improve- 
ment steps up the candlepower and quan- 
tity of the mantle light with aluminum 
oxide. It is being promoted as part of an- 
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Lifelines of the nation / 


P laying a dynamic role in the economy 
of our nation, the investor-owned Utility 
Industry continues to expand its life- 
lines of service. Not only meeting the 
needs of today’s consumers, but prepar- 
ing also for an atomic age, Utilities are 
faced with enormous capital expansion 
requirements. 


To assist in the many financial complexi- 
ties accompanying this growth, Irving 
specialists are ready with new and sound 
approaches. Our Analytical Studies, 
Seminars, and Round Tables, may bring 
added vitality to your capital planning, 
financing, or cultivation of the financial 
community. 


For more information, call Public Utilities Department at DIgby 4-3500 
or write us at One Wall Street 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $135,000,000 
Ricuarp H. West, Chairman of the Board 


Total Assets over $1,600,000,000 
Grorce A. Murpny, President 


Public Utilities Department—Joun F. Cuttps, Vice Presiden: in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 





PAGES WITH THE EDITORS (Continued) 


other recently popular American institu- 
tion, the “cook out” with bottled gas. 


a has a special significance for 
the utility manufacturing industry es- 
pecially those dealing in heavy units which 
take months and months to proceed from 
the drawing board to the final comple- 
tion of installation. Heavy electrical 
equipment is certainly not a short cycle 
production. On the contrary, cycle buying 
in this area can be a negative factor, com- 
plicating the task of holding the line on 
power production costs. 


THE opening article in this issue comes 
to us from the group vice president of 
Allis-Chalmers Manufacturing Company, 
J. L. StncLeton, who has a message of 
interest not only for the operating elec- 
tric utility companies but also for regula- 
tory commissioners and staff who must 
keep abreast of the demands of manageri- 
al efficiency. Mr. SINGLETON points to the 
disruption of production in the manufac- 
ture of large items of power equipment 
~vhich results from ordering them in cy- 
cles. He also discusses present-day re- 
search and development which enable 
the manufacturing as well as the operat- 
ing branches of the electric industry to 
fulfill their public service obligations. 


Mr. SINGLETON is a native of Chatta- 
nooga, Tennessee, and a graduate in me- 
chanical engineering from the Alabama 
Polytechnic Institute (BS, ’26). He joined 
Allis-Chalmers in 1926 and has risen suc- 
cessively to his present post of vice pres- 


KOENIGSBERG 


SAMUEL M. 


ident, to which he was appointed in 1951. 


* * * 


H™ you ever wondered what happens 
to old streetcars? It is a more impor- 
tant question quantitatively today than 
twenty years ago. That is because of the 
wholesale discontinuance of streetcar 
service in even the largest American cities 
due to replacement by more flexible bus 
operations. In this issue (beginning on 
page 336) we have an interesting article 
from a Washington, D. C., author of 
business articles, HERBERT BRATTER, who 
has tried to run down the answer to this 
question. A good many superannuated 
American streetcars are finding their way 
into foreign countries for various uses. 
So, eventually these old-timers are going 
to a lot of places around the world beside 
the junk pile. 


* * 4 * 


f bes difference between original cost 
of utility property and the price paid 
for it when it is sold later on, was a very 
controversial matter back in the early days 
of holding company reorganization under 
the Holding Company Act. Even after 
the statute had crystallized regulatory 
policy to some extent, the accounting 
treatment of so-called “acquisition ad- 
justment” continued to be a bothersome 
question. 


3EGINNING on page 344, SAMUEL M. 
KOENIGSBERG, Newark, New Jersey, at- 
torney, has made a study of the different 
practices in this area and gives us a read- 
able account which the layman as well as 
the lawyer can understand. Mr. KoEentGs- 
BERG is a graduate of Columbia College 
and Columbia Law School, and he has 
served on the staff of several govern- 
mental agencies, including a turn of serv- 
ice with a Senate study of railroad fi- 
nance, and ten years in various divisions 
of the Securities and Exchange Commis- 
sion. He is a member of the bar of New 
Jersey and New York. 


THE next number of this magazine will 
be out September 10th. 


Ihar Clipe 
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his is the Remington Standard® typewriter 
ith Fold-A-Matic construction * It can be 
pened—to expose all operating parts—and 
losed like a book in less than three minutes * 


Because Of Fold-A-Matic construction, the 
Remington Standard typewriter will never lose 
is accurate alignment and light, responsive 
ouch * This jewel-like precision construction is 
ound on no other manual typewriter # Call your 
Dcal Remington Rand office for ademonstration. 
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C Om In Q IN THE NEXT ISSUE 


(September 10, 1959, issue) 
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LIBERALIZED DEPRECIATION AFTER FIVE YEARS 


The first and most populer electric utility company treatment of accelerated tax de- 
preciation for accounting and rate making has come to be known as ‘'normalization.” 
Under this method the reduction in taxes due to deferral is offset by a deduction from 
income, usually designated as a provision for future income taxes. An alternative 
method has come to be known as ‘flow through." This can mean either an increase in 
net income for the company or for credit to the consumers via rate making, or a com- 
bination of both. Willard F. Stanley, president, Corporate Services, Inc., New York, 
New York, has made a careful survey of the advantages and disadvantages to public 
utility companies in the use of accelerated tax depreciation under both normalization 
and flow-through treatments. 































A STATE COMMISSIONER LOOKS AT THE TELEPHONE INDUSTRY 


When a telephone company or any other public utility finally files an application for 
a rate increase with a state regulatory commission, there is an understandable attitude 
on the part of management to seek prompt action. Procedural problems to one side, 
what is the impact on the regulatory commission? How is it prepared to cope with 
the pressure for quick action while conforming with statutory requirements for due 
process and careful consideration of all factors involved? The Honorable Wayne R. 
Swanson, member of the Nebraska State Railway Commission, takes us back of the 
scenes of a telephone rate case to give us the reaction of a regulatory commission 
under such circumstances. 





EVERYBODY IS TALKING ABOUT SECURITY 


The word ''security"' is getting almost as bad as those much-abused words "'propa- 
ganda" or "'communication" in the various ramifications of special meanings intended 
by different groups who use it. With those who have responsibility for our national 
defense, security means its armed forces striking power or weapons. With those con- 
cerned with the confidential character of government information and data, it means 
the classification of documents and protection from espionage and allied activity. But 
to most working people, including those just emerging from schools to become part of 
the labor force, security has come to mean pensions, retirement, and other allied fringe 
benefits. Needless to say, this kind of security is a real problem for business manage- -” 
ment. James H. Collins, Washington, D. C., author of business articles, has made an- i 
other one of his entertaining ‘‘one-man surveys'' of how management is taking care 
of this responsibility. 





* 






Al SO ... Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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..THE BEST METHOD OF MAINTAINING” 
P-TO-DATE BILLING ANALYSES x... 


The “One-step” Method delivers monthly reports in presenting rate cases — public service commissions 
a matter of days instead of weeks. Rate engineers readily recognize and accept analyses supported by 
using this service know its value in checking and R & S “One Step” reports. 


comparing seasonal consumption, and in planning 





for the future. Also, in the event of a pending rate There are other provable reasons why you should 
case, the monthly reports make it a simple matter investigate the “One Step” Method—all the work is 
to prepare supplemental data when the case is called done in our office—figures are produced faster and 
for hearing. The service has still another value in more economically than by other methods. 


Your inquiry is invited. We would like to send you 
our booklet describing the ‘‘One Step’’ Method 
— write Dept. U-2 (no obligation) 


ECORDING & STATISTICAL 


CORPORATION 



















00 Sixth Avenue - New York 13, N. Y. This exclusive R &S service is made possib e by this 
machine of our invention. 

































Harvard economist. 


3AUDOIN [| 
King of Belgium. 


WatkINs M. ABBITT 


Jonet C. Hite 
Oregon Public Utility 
Commissioner. 


CLARK KERR 


California. 


DovuGLas DILLON 


Ec_mMer L. LINDSETH 


Illuminating Company. 












CEaoukble CEaeke 


“There never was in the world two opinions alike.” 


—MOoNTAIGNE 








Epwarp H. CHAMBERLIN 


U.S. Representative from Virginia. 


Chancellor, University of 


Under Secretary of State. 


President, The Cleveland Electric 


“Unions have achieved their present position largely 
through public indulgence and if the public becomes less 
indulgent, union power can be curbed.” 


¥ 


“Youth is the first victim of war; the first fruit of 
peace. It takes twenty years or more of peace to make 
a man; it takes only twenty seconds of war to destroy 
him.” 


¥ 


“Our free enterprise system is based on solvent gov- 
ernment and sound money. If this country is to survive 
as a nation of free people, we must have economic sta- 
bility.” 

* 

“The enactment of a convenience and necessity law 
[in Oregon] should be most seriously considered to 
head off another period of vicious and unsettling fight- 
ing that threatens this state.” 


¥ 


“Tt is said, by some, that only the unions can scruti- 
nize themselves; that it is not the proper business of 


anybody else . . . the corporations said this once, too, 
and they were scrutinized. And the unions will be, too.” 
¥ 


“TUnderdeveloped countries] must never come to feel 
that their choice lies between bread and freedom. Think 
for a moment what it would mean to our own domestic 
economy should the great newly developing areas fail 
to accomplish their economic growth under freedom. 
Should they in desperation try the totalitarian, com- 
munistic way to economic growth, it would be a human 
tragedy beyond compare for their peoples. It would 
also mean sheer disaster for us, for our free enterprise 
system, and for the spirit of freedom that goes with it.” 


* 


“Some of you may be in the life insurance business. 
If so, you are well acquainted with National Service 
Life Insurance. By 1957, this government-operated 
business had written 6.5 million life insurance policies 
with a total face value of $44 billion, one-sixth of all 
ordinary life insurance in force in the country. This vast 
government insurance business exhibits all the bad fea- 
tures of virtually every government business enterprise. 
It pays no tax on property or income, leaving the entire 
tax load to be carried by citizens who for the most part 
are not its customers. It taxes these same citizens again 
for direct subsidies. And because of these financial ad- 
vantages it is able to undersell private business and thus 
weaken our free enterprise economy through unfair 
competition.” 
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| wis) we had more time 
and personnel to prepare 
for this rate case! 





Your staff is overloaded now. 
Call in the specialists and 

| let them carry the peak load. 

HOW ABOUT PIONEER? 
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GIVE YOUR NON-ROUTINE 
OPERATIONS TO PIONEER! 











MLM OLD A PLLA DAREMA 


Design and Consulting 
Engineering Services 
Pioneer has specialized in 
designing power plants for 
57 years. It offers design 
service for fossil fuel, hydro 
and atomic plants. It will also 
assist in forecasting load 
growth, in site selection, in 
purchasing and expediting 
of equipment and in su- 
pervising construction. 
Pioneer's other services in- 
clude substation, transmis- 
sion and distribution studies 
and design. 


Services in Regulatory 
Matters 
Pioneer offers its services 
in all phases of Federal, 
State and Local regulation 
including the rate base, 
depreciation analysis; cost 
of service studies, market 
analysis, certificate pro- 
ceedings and rate of return. 


Corporate Services 
Pioneer's services in corpo- 
rate matters include business 
and management engineer- 
ing advice, financial, ac- 
counting and tax counsel and 
insurance and pension plans 
and programming. It oper- 
ates a stock transfer and 
dividend disbursement serv- 
ice and maintains stock 
ledgers when desired. 


NEW! 


operation. 
S 


Pioneer Service 


& Engineering Co. 


231 South La Salle Street 
Chicago 4, Illinois 








On your letterhead, 
write for 40-page 
booklet, ‘‘Pioneering 
New Horizons in 
Power.’’ Describes, 
illustrates Pioneer’s 
engineering services, 
and corporate serv- 
ices, from financing to 
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Push-button peaking plant... 
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Weather-proofed, sound-deadened housing is 
lowered over prime mover, generator and sup- 
porting auxiliaries. More than 20,000 prime mov- 
ers and generators have been produced by Elec- 
tro-Motive over a twenty-one year period. 


Entire plant as it appears installed at the step- 
down substation serving the load. Self-contained, 
outdoor-type units require no expensive building 
or complicated foundation work. From time of 
order to complete installation requires less than 
five months. 





LL LOAD IN 90 SECONDS 


Electro-Motive MU-60 provides automatic, unattended 
supply for peak loads, system reserve, area protection 


Within 90 seconds from starting signal, the unattended 6000 KW Electro- 
Motive plant is on the line at full load—providing an immediate and economic 
answer to problems of peak demand and spinning reserve. A look inside reveals. 
why this quick response is possible: 

First, the MU-60 is composed of components that have been applied to a 
wide range of applications over a 21-year development period. In thousands. ° 
of hours, under all kinds of operating conditions, their records of performance 
have set new standards of reliability, durability, and low maintenance. The 
result is a standardized plant featuring low first cost,* and low operating and 
maintenance costs. 

Second, the MU-60 prime mover—the famous General Motors 567 series. 
two-cycle Diesel engine—is inherently suited to fast starts and changing loads 
with long service life. 

Finally, the plant’s basic control equipment provides for unattended auto- 
matic operation at a remote location which makes it an ideal choice for 
area protection. 

Because of standard components and design simplicity, the MU-60 has a 
high degree of flexibility and operational advantages. For example: 

@ Unitized, self-contained design permits economical installation of less than $15 per K.W. 
@ Application at points of load reduces line loss from central locations. 


@ Building-block principle of application permits fitting power needs to area demand and 
growth. 
@ Plant may be increased in capacity at low incremental cost. 
Ask your Electro-Motive representative for additional information about. 
the economy and operational advantages of the Electro-Motive peaking plant.. 


*$85 per kw, f.o.b., LaGrange, IIl. 





ELECTRO-MOTIVE DIVISION 
GENERAL MOTORS .- LA GRANGE, ILLINOIS. 


Sales-engineering offices: Chicago, New York, St. Louis, San Francisco. 


‘ anada; General Motors Diesel Limited, London, Ontario 











Twofold Benefits From The 
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Analysts Journal 


7, its timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- Nat 


tive way to contact this influential group of investment ts 


specialists than to advertise in their own quarterly Journal. New 


To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Your Company ing 
ADVERTISE IN THE ANALYSTS JOURNAL | " 


PUBLISHED FIVE TIMES A YEAR BY THE NATIONAL FEDERATION OF FINANCIAL ANALYSTS SOCIETIES 





THE ANALYSTS JOURNAL 
444 Madison Avenue, Room 2004 Ay 
New York 22, N. Y. As 


Gentlemen: 
O Please enter my subscription for one year at the subscription rate 


of $5.00—United States; $5.50—Canada. 


O Please send me your advertising brochure. 
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AUGUST - SEPTEMBER 





Thursday—27 


National Electrical Con- 

tractors Association will 

hold annual convention, 

New York, N. Y. Sept. 13- 
17, Advance notice. 


Friday—28 


Mid-West Gas Association 

ends three-day gas school 

and conference, Ames, 
Towa. 


Saturday—29 


Oklahoma Broadcasters 
Association. begins summer 
meeting, Ardmore, Okla. 


Sunday—30 


New England Gas Associa- 
tion will hold gas utility 
managers’ conference, Os- 
terville, Mass. Sept. 14, 15. 
Advance notice. 








Monday—31 


Metallurgical Society of the 
American Institute of Min- 
ing, Metallurgical, and 
Petroleum Engineers begins 
‘ting, Boston, Mass. 


SEPTEMBER 


Tuesday—1 


Michigan Telephone As- 

sociation will hold annual 

convention, Grand Rapids, 

Mich. Sept. 15-17, Advance 
notice. 


Wednesday—2 


International Association 

of Electrical Inspectors, 

Southwestern Section, ends 

three-day meeting, Santa 
Rosa, Cal. 


Thursday—3 


Electric Companies Public 
Information Program will 
hold workshop conference, 
Philadelphia, Pa. Sept. 16, 
17. Advance notice. 


@ 





Friday—4 


ican Water Works 
iatton, New York 
n, will hold meeting, 
'y Saranac Lake, N.Y. 
16-18. Advance notice. 


Saturday—5 


Natural Gasoline Associa- 
tion of America will hold 
Rocky Mountain regional 
meeting, Casper, Wyo. 
Sept. 17. Advance notice. 


Sunday—6 


Public Utilities Association 
of the Virgimias will hold 
annual meeting, White Sul- 
phur Springs, W. Va. Sept. 
17-19. Advance notice. 


Monday—7 


Illuminating Engineering 
Society begins annual 
national technical confer- 
ence, San Francisco, Cal. 





Tuesday—8 


An: rican Water Works 

Ass. ciation, Rocky Moun- 

tain Section, begins meet- 
ing, Moran, Wyo. 





Wednesday—9 


Pacific Coast Gas Associa- 
tion begins annual meeting, 
Los Angeles, Cal. 


Ci) 





Thursday—10 


Tennessee Telephone As- 

sociation ends two-day an- 

nual convention, Nashville, 
Tenn. 





Friday—11 


American Water Works 

Association, Wis- 

consin Section, ends three- 

day meeting, Milwaukee, 
Wis. 














The Clifty Creek Plant 


Reputed to be the world’s largest investor-owned steam-electric generating 
station and (for 1958) rated the nation’s most efficient, the Clifty 
Creek plant is located at Madison, Wisconsin, with a capacity of 
1,290,000 kilowatts. It has achieved a rating of 9,130 Btu's 
per kilowatt-hour of net generation. 
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Power Equipment Research and 
Development — 
A Key to Power Cost Containment 


By J. L. SINGLETON* 


The past quarter of a century has seen the efficiency of electric utili- 

ties tremendously increased through the use of improved equipment 

developed by manufacturers. But the demands of the future will chal- 

lenge the industry to even greater heights of achievement. Actually 

the tempo of research and development must be greatly accelerated 

in order to cope with the problems posed by rising costs, enormous 
power demand, and rapid plant expansion. 


ESEARCH and development (R&D) in 
1959, industry’s furthest advance 
toward tomorrow, is in reality the 

sum total of years of creative effort. To- 
day, research and development is a two- 
fold job, one facet as important as the 
other. Industrial research scientists and 


*Group vice president, Allis-Chalmers Manufac- 
turing Company. For additional personal note, see 
“Pages with the Editors.” 


engineers must not only provide new tools 
at minimum cost, but must provide them 
to do a given job better, faster, and at 
a lower cost. 

This double-barreled requirement of 
R&D in ’59 reflects strongly upon the 
capability of those in industry fulfilling 
the tasks, for at no other time has so much 
been needed and so much been at stake. 
This is particularly true in supplying 
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equipment for mounting power needs. 


ee describing some of the tools 
that have been developed by the elec- 

trical equipment manufacturing industry, 
tools that are now helping hold the power 
cost line, a definition of R&D as used here 
is necessary. First, there is basic R&D 
that adds new industries, new products, 
new markets. Such basic research stretches 
or extends the avenues of present knowl- 
edge, the end result of which may even 
be something revolutionarily new. 

Secondly, there is progressive R&D 
which differs in that it is a more or less 
gradual improvement of an existing de- 
vice or process. Efforts in this area lead 
to higher efficiencies or cut production 
time in measurable amounts. It is this 
kind of development that brings specific 
tools as close to perfection as possible. 

During the past quarter of a century 
at least a half-dozen appliance industries 
have grown from basic research, the first 
type mentioned. If we could go back to 
the early thirties to shop around for an 
electric freezer or dish washer; or a tele- 
vision set or combination washer-dryer; 
a portable air conditioner or dehumidifier, 
our requests would probably be consid- 
ered very odd, indeed. Yet, in less than 
twenty-five years, basic research has pro- 
vided these and many other power-con- 
suming devices that have brought better 
living standards and conditions to all of 
us. At the same time, such products have 
doubled, or trebled, average home con- 
sumption of electric power. 


ane look at the industries that have 

produced these devices will show, in 
the main, that they too are new. The 
power required to build power-consuming 
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equipment has brought about entirely new 
areas of load building. The people gain- 
ing their livelihood from these industries 
are also added to the list of power users, 
at home and on the job. 

Progressive R&D can be defined as a 
gradual improvement in existing equip- 
ment to bring about greater benefit 
through alterations and modifications. 
More particularly, the power equipment 
manufacturers have used progressive 
R&D to the fullest in trying to help the 
utilities hold the power cost line. Here, 
we can readily review some of the ad- 
vances of the past twenty-five years to 
point to developments that have added 
their strength to the task of keeping pow- 
er costs at a remarkably low level. 


Generation—Reheat Design and 
Supercharged Cooling 


bee major factors in the rise in eff- 

ciency and size of turbine generators 
are reheat design and supercharged cool- 
ing. Universal acceptance of the proven 
operating economies of reheat for large 
turbines about ten years ago by utilities 
contributed to the high level of perform- 
ance now being achieved by today’s tur- 
bines. 

Since the first reheat turbine went 
into service, steam temperatures and pres- 
sures have gone up, improving efficiency 
and economy; overall heat rates have 
come down, reducing fuel requirements 
per kilowatt-hour ; and size and weight per 
kilowatt-hour have been reduced, meaning 
ultimate savings in physical plant costs. 

Overall turbine generator redesign 
aimed primarily at size reduction has 
proven to be a dollar-saving space saver. 
With the development of the close-cou- 
pled arrangement in 1950, substantial re- 
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duction in the unit size of cross-compound 
units was realized. With two generators 
and divided turbine standing side by side, 
a much shorter unit was available com- 
pared to the increasingly stretched-out 
looks of tandem 3,600 rpm machines. 


Piyprrengien of close-coupled design 

reduces space requirements for large 
capability units, which readily aids in re- 
ducing costs. Existing plants can more 
easily be converted to higher capacity ma- 
chines, and new plants can be built with 
relatively less square foot floor area. Re- 
cent examples include a 321-megawatt 
unit operating at 2,400 psig, 1,050 degrees 


Fahrenheit. A similar unit in service is 
rated 327 megawatts with a steam pres- 
sure at the inlet of 2,000 psig. Exhaust 
blades used in the low-pressure turbines 
of these units are 46 inches long and have 
a higher capability than any of their 
predecessors. 

For even more compact units, higher 
temperatures and pressures seem to offer 
the best path for increasing available en- 
ergy. Development studies for turbines 
using steam at temperatures of 1,100 and 
1,150 degrees Fahrenheit with supercriti- 
cal pressures of 5,000 psi or more now 
show turbine heat rate possibilities of over 
8,000 Btu per kilowatt-hour. 


Still Another Improvement 


— highly significant progressive R&D step was the development of 

conductor cooling of turbine generators in 1951. It was hailed as a great 
advance in the long chain of ventilation developments extending over the past 
half-century. Up to that time, the generator rotor length grew as high-speed 
turbines became larger. As a result, both stator and rotor became increasingly 
difficult to ventilate. However, by developing the hydrogen-cooled generator, 
manufacturers were able to add 20 to 25 per cent to machine capacity. Raising 
hydrogen pressure from the initial level to 30 psig increased capacity another 

19 per cent. 


I° contrast to these relatively modest im- 

provements, the application of super- 
charging to the rotor added an astounding 
65 per cent to the output per pound of 
rotor weight. Complete supercharging of 
the stator as well as the rotor, along with 
the benefits obtained from gas pressures 
of 30 psig and higher, added another large 
percentage to the output per pound of 
material. 

Year-to-year improvements in basic de- 
signs have evolved to present-day compact 
models that not only save power plant 
space, but also greatly alleviate thermal 
and mechanical problems and the asso- 


ciated inspection and maintenance costs. 
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Transmission—Reduced Insulation, 
Integral Design, Dual-cooling, 
Extra-high Voltage 
O' the many improvements in the area 

of power transmission afforded by 
progressive R&D, none stand out more 
strongly than those advances made in the 
design of power transformers. Helping 
to hold the power cost line are three im- 
portant development factors. Each of 
these achievements can be related to sub- 
stantial savings in equipment and operat- 
ing costs when viewed in terms of system 
and service improvement. 

The first development factor, reduced 
basic insulation level, has been applied on 
utility systems for over twenty years. 
Compared to units without reduced insula- 
tion, substantial savings are readily avail- 
able since material and ensuing production 
costs are relatively less. Initially, one step 
reduction was cautiously accepted. Now, 
a reduction of one or one and one-half 
steps is common, and even two steps down 
is not unusual. 


B improving methods and equipment 

for impulse testing and switching 
surge tests and developing increasing en- 
gineering knowledge of system overvolt- 
ages and transformer insulation strengths, 
a scientific approach to insulation co-ordi- 
nation was made possible. On the basis 
of guaranteed arrester values and tested 
transformer strength, reduced insulation 
transformers in voltages above 69 kilo- 
volts show a savings potential of millions 
of dollars annually. 

Additional savings can be directly re- 
lated to the progressive development of 
integral core and coil and tank bracing, 
along with other design simplifications. 
With power transformer ratings increas- 
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ing in voltage and kilovolt amperes, ship- 
ping limits of assembled units became 
more critical. To avoid the additional 
costs of field assembly and drying, as well 
as to cut down on material and weight, 
design R&D gradually improved integral 
construction characteristics. 

While most transformer cases are 
braced for pressure and vacuum, the in- 
tegral design simplifies construction and 
is applied to both three-phase and single- 
phase units. Savings gained by a 10 to 20 
per cent weight reduction using the in- 
tegral design are continuing to help hold 
the cost line of today’s power. 


Dual-cooled Transformers 


- peeiuane several years of develop- 

ment work in dual cooling of station 
transformers, recent reports concerning 
the operation of the first dual-cooled trans- 
former installation indicate another weap- 
on has successfully been forged in the 
fight to hold the power cost line. With 
dual cooling, loss of system economy due 
to reduced plant output based on removal 
of one unit for maintenance is minimized. 

In the dual system, the coolers of two 
paralleled transformers are mounted in 
two groups on piping between the units. 
The interconnection permits each trans- 
former to use its own coolers under nor- 
mal operation and the coolers of both 
transformers if one is taken off the line. 
Thus, emergency capacity of the remain- 
ing transformer is greatly increased. 


A RECENT evaluation of transmission 

capabilities pointed to increasing 
power needs, and the critical role adequate 
transmission facilities will play in fulfill- 
ing them. Twenty years ago, the average 
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size steam plant was 30,000 kilowatts. 
Today, it is 91,000 and will probably ex- 
ceed 125,000 kilowatts in a few years. 
The trend to higher transmission volt- 
ages began about ten years after initial 
general expansion of generating facilities. 
It was just six years ago that the first 


extra-high voltage lines in the 330-345- 
kilovolt range went into service. Now, 
about 3,000 miles of this range ehv are 
in service. Since the early fifties, circuit 
mileage of 230-kilovolt transmission has 
practically doubled. About 15,000 miles 
of 230 kilovolts are now in service. 


BASED ON currently announced R&D programs, transmission at 460 kilovolts 
is already drawing interest from several utilities. Projects already planned for 
the '60 to '65 period include studies of transmission voltages up to 750 kilo- 
watts. Also well under way today are research projects that continue to pile 
up data concerning performance of various types of cables, conductor ma- 
terials and insulators, high-strength tower designs and materials, and many 


others in allied areas. 


R&D Must Step up Pace 


yy is evident, that with all the advances 

made to date in putting progressive 
R&D to work holding the power cost line, 
more will be needed and at an even faster 
rate. This means accelerated outlay in 
talent and man power, again relating di- 
rectly to the ability of the manufacturers 
serving the utility industry to support 
these manifold programs. 

Countries such as Russia, where fuel 
deposits are isolated from population cen- 
ters, have, from necessity, developed ehv 
transmission systems. In operation pres- 
ently in Russia is a 400-kilovolt network, 
1,100 miles long. The efficiency of the 
transmission line from the generator bus 
to the secondary bus at the receiving sub- 
station was said by Russian power officials 
to be 92 per cent. 

The successful appplication of ehv to 
long-distance power transmission is said 
to be a direct result of intensive Russian 
R&D. The bulk of the research effort was 
completed at least five years ago; since 
early in 1956, the first 505 miles went into 
service. 


Nuclear Power—Fission, Internal 
Superheater; Fusion, C-Stellarator 


H™ is an area that is only beginning 

to fit the progressive R&D concept 
and bring its strength to bear in helping 
hold the power cost line. There are very 
few, however, who do not consider the 
potential of both fission and fusion as ma- 
jor buttresses of the future power cost 
struggle. 

There is no other area where joint co- 
operation and responsibility among equip- 
ment manufacturer, utility industry, and 
our country’s atomic power agencies have 
been more evident. This fact becomes 
clearer when viewed in the light of ad- 
vances made in nuclear power in just fif- 
teen short years. It has grown from a 
basic research, war necessity program to 
second generation power-producing status 
in that short a time. 

The list of relatively advanced projects 
in the second generation of nuclear power 
is growing. There are two midwestern 
projects that are prime examples of joint 
research and development efforts. One is 
the 150-megawatt Enrico Fermi plant to 
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be erected near Detroit, and the other is 
the 66,000-kilowatt Pathfinder station to 
be built near Sioux Falls, South Dakota. 

Now in production for the Fermi sta- 
tion are all major power-producing com- 


ponents, including the turbine generator. 
It is interesting to note that the unit will 
be equipped with cross-under steam re- 
heaters to reduce moisture at the exhaust 
for higher efficiency. 


ONE OF the important innovations included in Pathfinder plant plans that 
should prove to be a major step in reducing cost per kilowatt-hour for nuclear 
plants is the internal nuclear steam superheater. With the nuclear superheater 
in its core, the reactor will function as a single boiler. Based on this concept, 
a net operating thermal efficiency of the plant is set at 30.5 per cent—con- 
siderably higher than the figure predicted for first generation reactors. 


Work on the advanced fusion experi- 
mental facility, the C-Stellarator, is well 
along. The structure that will house the 
fusion test track and associated equipment 
at the Princeton University site is almost 
complete. 

While net power is not expected from 
the controlled fusion reaction experi- 
ments, it is another excellent example of 
the strides made in test devices that are 
certainly the forerunners of entirely new 
concepts in power generation. 

The need for continuing imaginative, 
positive, and timely programs cannot be 
overstressed. Close co-operation between 
utilities and manufacturers and mutual 
responsibility are basic ingredients in de- 
veloping the future reactor generations 
that will be so important to the continuing 
availability of low-cost, abundant electric 


power. 


Industrial Dilemma—Narrower Profit 
Marsgins, Cyclical Buying 

I order to compete and survive, the 
manufacturer of heavy electrical equip- 

ment must continue to expand his R&D 

programs. To carry out these objectives, 

he must set aside a portion of his net profit 

to finance the task. Here, he is faced with 
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a dilemma that until recently was given 
only minor consideration by those who 
would ultimately benefit most. 

With costs of materials, overhead, and 
labor steadily rising, the manufacturer has 
been faced with a declining profit margin 
—his prime source of research funds for 
the future. When the buyer as well as the 
seller are inclined to minimize or disre- 
gard this factor, the end result is bound 
to be a slowing of development and 
growth. 

With what the future has to offer, this 
could become an intolerable situation for 
both manufacturer and user. The de- 
mands for power in the next few years are 
evident; no one in either area can afford 
to slight these facts by not realizing his 
responsibility directly ahead. 


jew is a growing need for continued 
growth in joint responsibility and, in 
some areas, for reappraisal of policy, on 
the part of utilities and manufacturers 
alike, to be sure power costs remain at as 
low a figure as possible. Such a respon- 
sibility involves mutual interest in a fair 
return on investment for both. Selling and 
buying philosophies must include this dual- 
responsibility concept. 





$ 


POWER EQUIPMENT RESEARCH AND DEVELOPMENT 


Cyclical Buying Should Be Eliminated 


—— much has been said recently about cyclical buying, it deserves con- 

sideration here as a negative factor in the task of holding the cost line of 

power. Heavy electrical equipment is not short cycle production by any stretch 

of the imagination. We have also discussed the fact that this equipment is and 

will continue to get bigger. Such a combination of factors, long cycle delivery 

and production of large, custom-built equipment, must receive close attention 
to minimize loss of production capability. 


Ordering of this type equipment in 
cycles tends to disrupt the production 
system that is required to manufacture 
large items of power equipment. It should 
be pointed out that production facilities 
can only operate at top efficiency when 
scheduling of work permits them to do 
so. Cyclical buying does not permit real- 
ization of maximum benefits accruing 
from effective use of man power and tools. 


B evolving longer-range planning and 
buying schedules, utilities can help 
reduce the effects of cyclical buying on 


production. Recognition of this fact 
should ultimately add to the overall net 
profit picture, which can be directly re- 
lated to more funds for R&D. 

It is possible to forecast what the elec- 
trical equipment industry will be spending 
on R&D ten years from now. On the av- 
erage, it will approach the 3 per cent of 
sales mark. And at that time, R&D ex- 
penditures will be close to $3 billion an- 
nually, 

If we keep our goals broad, then we can 
continue to make the word electricity 
synonymous with progress. 





Proper Focus on Soviet Production 


- [N IKITA KHRUSHCHEV'S boast that the Soviet economy can 
overtake this country's in the foreseeable future] can be dis- 
missed as no more than a campaign promise. 

"While | believe the Soviet threat to be serious and challenging, 
| do not think we contribute to a solution of the problem by exag- 
gerating Russia's economic accomplishments. 

“Recent estimates show that we may have overrated the size of 
the Soviet economy. Its current output may be no greater than one- 
fifth to one-fourth of ours, as against the 40 per cent figure that has 
been widely used in recent years. 

"None of this means that we can ignore the Soviet threat on the 
military, political, or economic fronts. There is no question but what 
the Soviets can, by concentrating their efforts, build a formidable 
military force and compete in the economic contest for the allegiance 


of the underdeveloped areas.’ 
—WILLIAM F. BUTLER, 
Vice president, Chase Manhattan Bank. 
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Streetcars Find New Life Abroad 


By HERBERT BRATTER* 


Used buses and streetcars are not always easy to dispose of. But there 

is a definite market for them abroad despite differences in track 

widths and narrow streets. Here is a review of the experiences of 

various American companies in selling their outdated rolling stock in 
Canada, Latin America, Europe, and elsewhere. 





ECAUSE traffic congestion is forcing 
many American transit operators to 
turn increasingly to buses, finding 

customers to buy the surplus streetcars, 
many of which are still good for thou- 
sands of miles of service, becomes a prob- 
lem. 

Right after World War II ended, 
a worth-while export market for second- 
hand American buses and streetcars was 
discovered by a number of transit compa- 
nies, and many trolley cars, which carried 
war workers and others to their jobs in 
New York city, Kansas City, Denver, and 
a considerable list of other metropolitan 


*Economist and author of business articles, resi- 
dent in Washington, D. C. For additional personal 
note, see “Pages with the Editors.” 
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centers, are still performing faithfully in 
several Canadian cities and in various cen- 
ters of Latin America. 


tae of the western hemisphere, ex- 

ports of used American transit equip- 
ment have been relatively infrequent. A 
few streetcars taken from American 
streets have been supplied to Korea 
through the International Co-operation 
Administration. Vienna, Austria, has 
found such American equipment to be a 
good bargain. And reconditioned Ameri- 
can streetcars greatly helped Brussels, Bel- 
gium, cope with the throngs visiting the 
1958 international fair. However, differ- 
ences in track gauge and traffic clearance 
problems have hampered transit com- 
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panies here in finding markets for used 
equipment in Europe. 


 grennornacage on the sale of secondhand 
streetcars and other transit equipment 
is available in only fragmentary data, 
chiefly in the form of short news items 
in the trade press and daily newspapers 
of the localities concerned. The informa- 
tion presented below has been assembled 
with the aid of the American Transit As- 
sociation, the Transit Research Corpora- 
tion, the Transit Equipment Company, 
individual transit companies here and 
abroad, the U. S. Department of Com- 
merce, the ICA, the General Services 
Administration, and others. 


U. S. government export statistics, it 
may be noted, are of little help in ascer- 
taining the volume of business in used 
transit equipment, including rapid transit 
equipment, since the data are lumped to- 
gether with those pertaining to railway 
rolling stock. Similarly, used bus exports 
are combined with those of other used 
automobiles. Since in any case there is 
a better market at home for used buses 
than for used streetcars, this article is not 
much concerned with such automotive 
equipment. 


Transit Research Corporation 
Report 

to Q. GAUL, engineer of the Transit 

Research Corporation, reports that 
no sales abroad of used rapid transit cars 
are known to the corporation. However, 
interurban cars, as well as conventional 
city cars, have been sold abroad by the 
Pacific Gas and Electric Company. The 
buyer of the interurban cars is believed 
to have been in Brazil while the streetcars 
were sold to Vera Cruz and Mexico City 


transit companies. Tampico has provided 
a market for surplus cars of the Kansas 
City Public Service Company, while Mex- 
ico City, Mr. Gaul states, has bought PCC 
cars from Twin City Rapid Transit and 
the Detroit Street Railway. 


oe abroad, outside of Latin 
America and Canada, are limited, 
according to the Transit Research Corpo- 
ration, because: 


(1) The widespread use of meter 
track gauge makes it difficult and cost- 
ly to rebuild American streetcars. 


(2) Even where standard or wide 
gauge is used, American streetcar body 
dimensions are such that the cars won’t 
clear in many foreign operations. 


Additional factors which have inter- 
fered with the export of used transit 
equipment since World War II have been 
shortages of dollars in some countries and 
rising shipment costs. During the war, 
Brazil offered in the U. S. market 24 trol- 
ley cars it had bought from the BMT in 
New York because shipping costs had 
made delivery in Brazil prohibitive. 


Some Typical Sales 


HEN buses displaced streetcars in 

Springfield, Massachusetts, some 
years ago, 50 of the unneeded vehicles 
were sold to Canadian transit authorities. 
Montreal took a number of the cars, re- 
building them for two-man operation. 

At Vancouver in 1956 the British Co- 
lumbia Electric Company announced 
plans to buy 40 used trolley coaches from 
the Birmingham Transit Company, at a 
total cost less than that of six new buses. 
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Profitable Canadian Business 


® 1957 the Greater Winnipeg Transit Commission bought 28 used trolley 
coaches from two U., S. transit companies. From the City Coach Lines of 
Flint, Michigan, it acquired ten 1951 46-passenger Brills at $3,000 apiece. 
From the United Transit Company of Providence, Rhode Island, it bought ten 
1947 44-passenger Pullman trolley buses at $2,500 each, and eight others at 
$1,500 each. After freight, tariff, Canadian sales tax, and overhaul expenses, 
the Winnipeg Transit Commission estimated the total cost at between $7,000 
and $8,000 per vehicle, as compared with $30,000, the cost of a new trolley 
coach in Canada. 


The overhauling process was carried 
out without additional man power or re- 
sort to overtime work, as routine over- 
hauls were suspended while the imported 
buses were being prepared for service. 
During the process bumpers were replated, 
bodies repainted inside and outside, hubs 
repacked, fixtures replaced, and steering, 
transmission, and brakes checked. 


Canada a Fair Outlet 


IX recent years Toronto, Canada, has put 
into service a considerable number of 
used American streetcars which formerly 
served the public in Cincinnati, Kansas 
City, and Birmingham. 

The Birmingham Transit Company an- 
nounced in September, 1952, that it was 
replacing 48 streetcars with a larger num- 
ber of modern trolley coaches. The 48 
streetcars were sold to the Toronto Trans- 
portation Commission. In 1957 the Kan- 
sas City Public Service Company sold 30 
streetcars to Toronto to permit the retire- 
ment there of some 35-year-old streetcars 
used only in rush hours. The Kansas City 
cars had been in service since 1947. The 
used cars cost Toronto $13,000 apiece, 
whereas new ones would have cost about 
$65,000. TTC Chairman Allan Lamport, 
in announcing the transaction with Kan- 
sas City, said: 
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When Kansas City offered to sell at 
a very reasonable price, it gave us the 
opportunity to replace obsolete, slow 
equipment and thereby improve our 
service. This purchase will enable us to 
keep our streetcar fleet in good condi- 
tion for a few years until more rapid 
transit lines are constructed. 


T HE 52 old streetcars sold by the Cin- 


cinnati Street Railway to Toronto in 
1950 were all reconditioned by the buyer 
in Toronto. Since the gauge was different 
the tracks had to be changed. A consid- 
erable amount of temporary track of the 
Cincinnati gauge was laid in the Toronto 
shops to move the imported cars about 
while being reconditioned. To fully con- 
vert the cars to Toronto requirements re- 
quired fourteen days’ work on each car: 
six days for truck and electrical work, 
three days for body repairs, four days for 
repainting, and one for inspection and 
trimming. 

All the cars were converted from dou- 
ble trolley to single trolley pole system. 
Wiring circuits were modified. Seat backs 
were repainted and some upholstery was 
repaired. Ventilators were moved from 
left side to center of front vestibules. 
Drawbar anchors were changed to accom- 
modate TTC’s straight drawbars. 











Other changes included: shortening of 
axle bearing housings to allow wheels to 
be brought closer together, Toronto’s rail 
gauge being 34 inches narrower than Cin- 
cinnati’s; conversion of doors to standard 
TTC outward folding doors; and repaint- 
ing the outside of the cars in TTC’s colors. 

Summarizing for the U. S. Consulate 
General its purchases of used transit 
equipment in the United States in recent 
years, the Toronto Transit Commission 
in February, 1959, supplied the table 
shown below. 


HE items in the table are the only 

used vehicles bought by the TTC out- 
side Canada during the years covered. 
The commission states: 


It is almost a certainty that [in the 
future] we would not purchase any used 
subway cars, streetcars, or buses made 
outside of the country. The future pur- 
chase of trolley coaches is problemati- 
cal, depending on age, condition, price, 
regulations, etc. 


“Our experience with the vehicles pur- 
chased,” the TTC adds, “has been satis- 
factory. . . . They were purchased for 
cash and we feel good value was obtained 
for the money spent.” 


Latin American Customers 


_— AMERICAN cities have been cus- 
tomers for used American transit 
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equipment from time to time, especially 
Mexico City. The latter has bought both 
streetcars and trolley coaches. These im- 
ports have contributed greatly to the com- 
fort of Latin American transit riders, 
previously compelled to use very anti- 
quated street railway equipment. 

In 1955, for example, the Denver Tram- 
way Corporation sold to Servicio de 
Transportes Electricos del D. F., Mexico 
City, 66 Marmon-Herrington 1948-1949- 
1950 trolley coaches of 48-passenger ca- 
pacity. Repainting and some recondition- 
ing were done in Denver before shipment. 
In Mexico the Denver coaches were used 
not only to displace outdated equipment, 
but also to open new routes. 

Twin City Rapid Transit, replacing 
streetcars with buses, found buyers for 
the old equipment in Ohio, New Jersey, 
and especially in Mexico City, which 
bought 91 of the vehicles in 1953. In 
1955 Mexican transit officials contracted 
to buy from the Detroit Street Railway 
Commission 183 streetcars at a total cost 
of $699,000. This sum included $4,000 
apiece for 150 late-model cars and $3,000 
apiece for 33 older ones. 


| ony the early postwar years sev- 
eral dozen used streetcars were 
bought by Mexico City’s transit enter- 
prise from the UER in Providence, Rhode 
Island, through the Transit Equipment 
Company, New York city. The cars dated 
from 1922-23. 


Date of Bought by 
Item Quantity Manufacture TTC Purchase Original Mfgr. TTC from 
Trolley coaches 15 1953 1948 Marmon-Herrington Cincinnati 
Streetcars 52 1950 1947 St. Louis Car Co. Cincinnati 
50 1952 1946 Pullman Co. Cleveland 
25 1952 1946 St. Louis Car Co. Cleveland 

48 1952 1947 Pullman Co. Birmingham 

30 1957 1946 St. Louis Car Co. Kansas City 
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According to information supplied to 
the American Embassy in Mexico City by 
the director general of the electric trans- 
port service mentioned above, the latter 
has bought in all 274 PCC streetcars, 66 
Marmon-Herrington trolley buses, 58 
Pullman trolley buses, and 67 Transit 
buses, all of which have given sat- 
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isfactory service. There is in Mexico in- 
terest in additional used American transit 
equipment, the director general states. 

The Transit Equipment Company, ac- 
cording to press information, has sold 
used transit equipment in Rio de Janeiro, 
Sao Paolo, Lima, Vera Cruz, and other 
Latin American cities, 
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LATE in 1945 the Worcester Street Railway Company sold in Argentina and 
Chile about 60 used trolley cars and 20 other pieces of transit equipment, such 
as sweepers and work trucks. The following year 50 Yellow Coach buses op- 
erated by the Public Service Co-ordinated Transport of New Jersey were sold 
to Venezuela. In 1947 it was announced that the New York City Omnibus Cor- 
poration had sold 45 of its old 32-passenger buses to Latin American buyers at 
a unit price of about $2,500, with some concessions for bulk lots. Additional 
sales in the same area were contemplated. Since the buses sold had been 
partly written off, sales represented a profit of about $1,500 apiece. 


Flew Seattle Transit System about 1955 
retired 129 gasoline and diesel engine 
coaches acquired in 1940 and 1941. While 
56 of the vehicles had to be junked, buy- 
ers were found for the rest at prices of 
from $700 to $1,250 apiece. A Peruvian 
transit system bought 23. The others were 
sold in Alaska. 

Twenty one-man streetcars, completely 
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reconditioned and repaired, were sold by 
the Boston Elevated Railway for service 
on the electric railway at Paranagua, 
Brazil. 

A dealer long active in the exportation 
of used transit equipment is the Transit 
Equipment Company, New York. The 
firm deals in cars, buses, airplanes, loco- 
motives, and power machinery. Its presi- 








dent, Raymond W. Marshall, writes: 


I have been dealing in used rolling 
stock for electric railways since 1906 
and during that time probably have 
shipped electric railway cars to more 
than half of the countries of the world. 
... In addition we have shipped various 
lots of separate railway motors, trucks, 
compressors, and other portions of elec- 
tric railway cars abroad. 


_ EQuIPMENT COMPANY main- 
tains a warehouse and plant at Pas- 
saic, New Jersey, where most of its ex- 
ports are overhauled and repainted. The 
company also deals in substation equip- 
ment. 
During the past decade the company has 
sold: 


To Sao Paolo, Brazil, 75 aluminum 
motor passenger cars formerly operated 
on the Broadway lines in New York 
city by the Third Avenue Railway 
Company. 

To Lima, Peru, 12 modern steel elec- 
tric railway motor passenger cars for- 
merly operated on the Third Avenue 
lines by the Third Avenue Railway 
Company. 

To Mexico City, 150 modern light- 
weight steel motorcars formerly op- 
erated in Providence, Rhode Island. 
(On 50 of these cars there is still a 
small balance due. ) 

To Brazil, 75 Brill trolley buses for- 
merly operated in Denver, Colorado. 


Some European Sales 


I* postwar years several Yugoslav cities 
have been using secondhand British 
passenger buses: double-deckers in Sara- 
jevo and Novisad and London Transport 
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single-deckers in Belgrade and Zagreb. 
Belgrade got 65 of the vehicles and Za- 
greb, 10. Rebuilding was necessary to move 
the entry and exit doors from the left to 
the right side of the buses, as Yugoslavian 
traffic travels on the right side of the street. 
In the case of the double-decker buses, 
however, this alteration was too costly to 
make. The buses retain the original Brit- 
ish red, only the name of the transport 
council having been painted over, al- 
though remaining faintly legible none the 
less. Lack of enough spare parts has been 
a handicap in the use of the London buses 
in Yugoslavia. 

As a result of Yugoslav inquiries to 
the U. S. government, the D. C. Transit 
System, Inc., received an order for 50 sur- 
plus PCC trolley cars built by the St. Louis 
Car Company and being decommissioned 
because of conversion of D. C. Transit to 
bus service. The cars are being repainted 
to specifications. Repainting and spare 
parts are estimated to cost about $225,000. 
No other alteration is required. 


S bee first shipment of cars, which are 

to be used in Sarajevo, was made in 
February, 1959, and other shipments 
through 1959 are scheduled. The street- 
cars are being shipped four at a time as 
deck cargo on Yugoslav and U. S. vessels 
carrying grain. 

In Sarajevo the streetcars will, contrary 
to most European practice, be operated 
with the same techniques as are used in 
Washington; that is, a single operator in- 
stead of two men, along with the use of 
coin boxes. Generally in Europe each 
streetcar carries a conductor as well as 
motorman, and passengers are issued indi- 
vidual tickets punched to show the origin 
and destination of each passenger’s trip. 
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D. C. Transit’s contract with Yugo- 
slavia calls for a complete check up for 


any vehicle which has been in use for 
8,000 miles. 


IN Belgium Electrobel, an affiliate of the Société Génerale de Belgique, in 
February, 1956, bought 77 PCC-type motorcars of 1.5 meter track width in 
Kansas City, where they had been used for seven years. Since the bodies of the 
cars were too wide for Brussels traffic they were bought without bodies at a 
price of $4,500 apiece, plus packing and transportation expenses. The last 
shipment of this transaction occurred in 1957. In Belgium the cars were fitted 
with new bodies by La Brugeoise at Nivelles, well-known Belgian rolling stock 
manufacturers, and sold to the Société des Transports Intercommunaux de 
Bruxelles, which put them in service in time for the increased traffic incident to 


the International Exhibition 1958. 


The above-mentioned cars have given 
complete satisfaction, being of excellent 
quality, inquiry in Brussels discloses. 


t loow Viennese were very pleased with 
the streetcars bought in 1949 from 
the Third Avenue Transit Company of 
New York. Never before had they had 
such excellent and convenient transit ve- 
hicles. Of 45 streetcars acquired from 
New York, three were broken up to sup- 
ply spare parts and the remaining 42 were 
rebuilt. According to Gunter Stetze, 
writing in Mass Transportation in 1951, 
the chief alterations which had to be made 
related to arrangement and improvement 
of doors and interiors. In New York the 
cars were operated by one man, whereas 
in Vienna a motorman and conductor are 
employed. 

Therefore, the single folding door at 
the rear platform of the cars was replaced 
by a double one controlled by the conduc- 
tor instead of by the motorman. For the 
American trolley pole a Siemens panto- 
graph was substituted. The “roof sticks” 
were improved, direction lights installed, 
and isolation of the motorman provided. 
After rebuilding, the cars had a capacity 
of 48 seats and room for 46 standees. 
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A drawback from the operational as- 
pect was that the American streetcars were 
25-30 centimeters wider than the usual 
European “profile,” with the result that 
in Vienna they could be employed on only 
certain routes and not generally through- 
out the city. The cars’ contour also made 
it impossible for them to be shipped via 
Genoa, the shortest route, because of 
“profile transgressions” on the mountain 
railroad routes. As a result the vehicles 
went to Vienna by way of Rotterdam, 
Cologne, Munich, and Salzburg. 

In Bremen, Germany, purchase of used 
American streetcars had to be given up 
because they were slightly too large for 
local requirements. 


i pes International Co-operation Ad- 
ministration in Washington and its 
predecessors have been instrumental in 
putting old American streetcars into op- 
eration in Korea, foreign aid money being 
used for the purpose. Korea several times 
has been the recipient of aid in this form. 
In 1950 Korea obtained six old Atlanta 
streetcars. In 1955 ICA announced that 
it was looking for 64 old streetcars for 
use in Seoul and Pusan, Korea. In Janu- 
ary, 1957, 11 used cars of the Los Angeles 
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Transit System, bought by ICA, were 
sent to Korea. The cars were rehabili- 
tated by retired streetcar personnel in Los 
Angeles. 

Bombay, India, is using a number of 
streetcars which once belonged to the 
Third Avenue Railway System, New 
York. 


HIs brief and perhaps somewhat spot- 
ty review of the postwar export mar- 
ket for used transit equipment shows that 
secondhand streetcars in good operating 


condition can find markets abroad, espe- 
cially where track widths and narrow 
streets present no special problems. Euro- 
pean cities, which use streetcars more ex- 
tensively than we do, would provide a 
better market were it not for differences 
in track gauge. But, as the examples of 
Vienna, Brussels, and Toronto, cited 
above, reveal, such difficulties can be 
overcome. 

In this, as in other export business, cir- 
cumspection in respect to the financial ar- 
rangements is advisable. 





Socialism Compared 


44 ACTUALLY Britain, today, might be said to have more of the 
attributes of true Socialism than Russia. The British economy 
is mixed but the socialized institutions such as railroads and mines 


were taken over by the government through will of the people. And 
control of them, in the final analysis, is in the hands ot te people 
who can elect a new government whenever they don't like the policies 
of the old. 

"A similar statement might hold true for the U. S. We have been 
mildly socialistic from the start. Our living standards, highest in his- 
tory, have not depended so much on any one, pure economic system 
as in freedom to change and freedom to seek the good of the people 
rather than the good of a set of autocratic rulers. 

"What we selected here in the U. S. was a large percentage of 
free, capitalistic enterprise—the first time in all history such a thing 
had been tried on a large scale. In our opinion that choice was vastly 
responsible for our rapid progress, but that argument does not be- 
long in this discussion. 

"The important thing is that if Americans want pure Socialism— 
for their own reasons and regardless of its efficiency—they are free 
to choose it, while the Russians are not.’ 

—EDITORIAL STATEMENT, 
The Washington (D. C.) Daily News. 
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Acquisition Adjustments 


In Rate Cases 


The commissions of some states are rigid in their 
thinking on acquisition adjustments. They not only 
consider them improper rate base items, but will 
not permit amortization of such amounts to be 
charged to operating expenses. In other states 
the converse of this attitude obtains. Various re- 
sults occur where commissions are flexible. 


HE term “acquisition adjustment” 

represents the difference between the 

original cost of utility property and 
the price paid when it is sold later on. 
How is an acquisition adjustment treated 
by state regulatory commissions for rate- 
making purposes? If a commission ac- 
cepts it as a part of the rate base, the 
rate base is of course increased. If not, 
the rate base may remain at original cost. 
A related question is how the annual 
amortization of an acquisition adjustment 
is treated. One alternative is to regard 
the amortization as equivalent to an op- 
erating expense. It can then be recouped 
in the income which the utility is permitted 
to earn, just as any operating expense is 
recouped. Another alternative is to charge 
an annual portion of the acquisition ad- 
justment against surplus. It will then be 
borne by the utility’s stockholders. 

The various treatments are thus of con- 
siderable dollars-and-cents importance. 
*Newark, New Jersey, attorney. For additional 

personal note, see “Pages with the Editors.” 
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By SAMUEL M. KOENIGSBERG* 


Furthermore, under current price levels, 
utility properties are likely to be offered 
for sale at prices much greater than the 
original cost of plant installed a number 
of years ago. The treatment which a com- 
mission will accord to this excess may 
often determine whether or not an acqui- 
sition will be made at all. 


Pseoccanpipien rulings on these questions 
show a marked cleavage, pro and con, 
on both the issues posed above. Other 
states appear to be uncommitted. Varia- 
tions in doctrine, moreover, have occurred 
even in commissions which once were 
firmly committed. A survey of the last 
decade’s trends in this field may therefore 
be useful. 


States Excluding Acquisition 
Adjustments 


| premnpeae the issue began to take 
shape largely when regulatory com- 
missions adopted uniform systems of ac- 
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counts for utilities, in the late 1930’s and 
the 1940’s. The acquisition adjustments 
dealt with then were commonly the re- 
sults of the familiar competitive and pre- 
emptive purchases of utility properties in 
the 1920’s, Purchase prices were often 
remote from considerations of foreseeable 
earning power, and commissions were 
loath to increase rates in order to validate 
them. So acquisition adjustments were 
often ruled out of rate bases. 

The problems of the past decade, how- 
ever, have involved largely purchases 
made well after the 1920’s and based on 
less blind optimism. Nevertheless, the ex- 
clusion of acquisition adjustments re- 
mains a fairly fixed rule of many commis- 
sions. These include New York, Illinois, 
Colorado, Connecticut, Florida, Indiana, 
Kansas, New Mexico, North Carolina, 
Oklahoma, Rhode Island, West Virginia, 
and Wyoming. 

Some of these commissions adhere to 
an original cost rate base in the strict 
sense of the term—the actual -money cost 
of property at the time when it was first 
dedicated to the public use. Under these 
rulings, the fact that a utility pays more 
than original cost for property does not 
warrant it in including the excess in the 
rate base. But the Indiana commission, 
utilizing a fair value rate base, with orig- 
inal cost not the sole controlling factor, 
has also ruled out acquisition adjustments. 
New Jersey appears to have followed a 
similar course. 


oo“ commissions put the question in 

terms of burden of proof. They rule 
out an acquisition adjustment because, 
they imply, the utility has failed to justify 
its inclusion. Conceivably, even these com- 


missions might be convinced by a strong 
showing that the excess properly belongs 
in the rate base. But the burden is not light. 
The fact that the acquisition price was 
reached in arm’s-length bargaining—a 
circumstance which courts and adminis- 
trative agencies usually accept as an indi- 
cation of the fairness of a price—does not 
ordinarily persuade commissions in this 
group. 

Thus, in a New York ruling, although 
the price was above original cost, the com- 
mission agreed that the purchase was at 
arm’s length, the transaction was in the 
public interest, and consumers in the 
area of the acquired utility would receive 
a rate reduction of almost one-third. But 
not even these factors induced the commis- 
sion to depart from its doctrine that ruled 
the excess out of the rate base. 

In states where this doctrine prevails, it 
usually follows that the annual amortiza- 
tion of the excess may not be included 
among operating expenses. It is charged 
to surplus. 


States Including Acquisition 
Adjustments 


a of other commissions gen- 

erally permit acquisition adjust- 
ments to be included in the rate base. To 
use the language of a Louisiana commis- 
sion’s ruling, the excess over original cost 
may be included in a prudent investment 
rate base if the excess 


was paid as the result of arm’s-length 
bargaining between nonassociated buyer 
and seller, if the excess was necessary 
for the integration of the property into 
a larger and more efficient system, and 
if the purchase necessitating the excess 
did or reasonably should have re- 
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sulted in public benefit by improvement 
of service to customers or lowered rates 
or both... . 


The Missouri commission interpreted an 
original cost concept in a statute to include 


a fair price paid when the properties 
are acquired by a subsequent purchaser. 
This appears to enlarge the concept of 


original cost to permit consideration of the 
price paid by a buyer as a rate base factor. 


PERHAPS the most vigorous exponent in recent years of admitting acquisition 
adjustments to the rate base has been the Arkansas commission. It has au- 
thorized their admission even in a case where, under orders of the Federal 
Power Commission, a company had earlier written the acquisition adjustments 
off its books, but now restored them for purposes of the Arkansas rate hearings. 
The Arkansas commission found that the purchases which gave rise to these 
items had been arm's-length transactions, and were "of material and continuing 
benefits to the customers throughout the entire system of the company." Ac- 
cordingly, it held, the company could include in its rate base the excess over 
original cost, and could properly claim a return on it. 


A consequence of rulings of this charac- 
ter is that the annual amortization of the 
excess has been recognized as an appropri- 
ate deduction from revenue for the pur- 
pose of computing a fair return. More- 
over, since the amortization charge is not 
an allowable deduction for income tax 
purposes, the Arkansas commission has re- 
cently added the tax differential in arriv- 
ing at the total amortization. In reaching 
this result, the commission expressly dis- 
agreed with the superior court of Pennsyl- 
vania, which held that the amortization of 
an acquisition adjustment could not be re- 
garded as similar to an operating expense. 
The Arkansas commission expressed its 
preference for the opinion of the Penn- 
sylvania judge who dissented. 


owed and Kentucky utilize a “net in- 
vestment” rate base, and include fac- 
tors in addition to original cost. These 
states admit into the rate base only the 
“tangible” portion of the acquisition ad- 
justments. Writers in the field, however, 
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have questioned the validity of a distinc- 
tion between tangible and intangible por- 
tions of such items. 

Other commissions whose recent deci- 
sions admit acquisition adjustments to the 
rate base, and correspondingly allow an- 
nual amortizations to be treated as an ex- 
pense, include Alabama, Georgia, Michi- 
gan, New Hampshire, Utah, and Vir- 
ginia. 


The Revival Problem 


ee in a rate proceeding a 
commission will have to decide 
whether to admit to the rate base an item 
which arose out of an acquisition made 
years before. Commissions following a 
policy of excluding acquisition adjust- 
ments find the remoteness of time an addi- 
tional factor justifying the exclusion. For 
example, Maine and West Virginia ex- 
clude acquisition adjustments where the 
physical plant whose sale gave rise to the 
adjustments has previously been retired. 
The Illinois commission in one rate case 
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pointed out that if a 15-year amortization 
had been begun promptly after the pur- 
chase, the acquisition adjustment would 
have been retired well before the rate pro- 
ceedings. It accordingly refused recogni- 
tion to current amortization as an operat- 
ing expense. 


,. ae states in which acquisition ad- 

justments are admitted to the rate 
base, Georgia recognizes them notwith- 
standing that the items arose many years 
before and could have been eliminated by 
amortization before the rate proceedings. 


The commission’s reason was that amorti- 
zation had not been required of the utility 
company when the item arose, and that the 
acquisition adjustment represented actual 
investment and resulted from arm’s-length 
bargaining. But the Louisiana commission, 
in a case where a company had previously 
elected to charge an acquisition adjust- 
ment to surplus, pointed to this treatment, 
and to the further fact that the amortiza- 
tion of the item would long have been com- 
pleted had it been started at the time of 
the acquisition, as reasons for not rein- 
stating the item for rate-making purposes. 


Two Different Regulatory Patterns 


HE discussion above has shown two clear-cut lines of authority. Each deals 

with two problems, and deals with them in an internally consistent way: |. 

Some states (a) regard adjustments to be improper rate base items, and (b) 

treat their amortization as not properly chargeable to operating expense. 

2. Other states (a) hold them a proper rate base item, and (b) regard their 
amortization as a proper operating charge. 











N a small number of states, however, de- 
velopments have not followed a rigid 
path. Some commissions have considered 
it advisable to fuse the two lines of rulings, 
with interesting results. 
Pennsylvania is one example. In 1951 
the Pennsylvania commission approved 
the amortization of an acquisition adjust- 
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ment as a charge to operating income. It 
regarded the amortization of the excess 
above original cost as corresponding to 
depreciation of the original cost of plant. 

A similar ruling soon after was ap- 
pealed to the Pennsylvania court. A ma- 
jority of the court rejected this treatment. 
It held that the acquisition adjustment rep- 
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resented “strategic or pre-emptive value” 
beyond original cost, in expectation of in- 
creased earning power; that in so far as 
the expectation was unrealized, the “im- 
providence” in the expenditure was the 
stockholders’; and that (with some loose- 
ly described exception) the ratepayers 
could not be compelled to pay a return on 
the investment, nor could they be required 
to restore the excess to the company by the 
amortization of the cost as an operating 
expense. Although the door thus seemed to 
close on acquistion adjustments, it was 
not slammed shut. The court said that, 
since the acquired intangibles did not de- 
preciate or wear out, the amount paid for 
them could remain permanently on the 
company’s books. On the basis of this ob- 
servation, the Pennsylvania commission, 
in a recent ruling, apparently felt free to 
give consideration to the unamortized bal- 
ance of some acquisition adjustments for 
rate base purposes, since Pennsylvania has 
a “fair value” rate base not confined to 
original cost alone. 


7 sequence of rulings appears to per- 
mit a utility to earn a return on the 


amount of its acquisition adjustments, or 


at least on so much of them as a commis- 
sion considers to be part of a “fair value” 
base. Furthermore, it seems possible that 
the treatment which the Pennsylvania 
commission has adopted may serve to lock 
in all or part of the acquisition adjust- 
ments as a permanent portion of the rate 
base. 


- 1953 rulings, the Washington state 

commission excluded an acquistion ad- 
justment from an original cost rate base, 
and treated amortization of such an item 
as a charge to surplus. But in a third case 
the same year, the Washington commis- 
sion, adopting a “practical viewpoint” ex- 
pressed by an expert witness on the staff 
of the Federal Power Commission, ad- 
mitted to the rate base a substantial pro- 
portion of acquisition adjustments, not- 
withstanding the same witness’ assertion 
that such items practically always repre- 
sented intangible value. Factors in the 
ruling were the additional generation and 
transmission capacities which resulted 
from the acquisitions, the consequent in- 
creased diversification of load, and the 
company’s history of rate reductions and 
adequate service. 


THE California commission several years ago appeared to have accepted some 
acquisition adjustments as part of plant in service for rate base purposes, while 
rejecting others. In a more recent opinion, however, using an original cost rate 
base, it held their inclusion improper. Notwithstanding the latter view, the 
amortization of acquistion adjustment items is permitted as an operating ex- 
pense. But to attain this result, the California commission requires a showing, 
somewhat akin to that in the Washington ruling just noted, that the acquisition 
was in the public interest—by elimination of duplicate facilities, lowering of 
operating costs, etc.—and that the items represent the cost of plant in 
service. 


tion adjustments from the rate base. It 
permits their future amortization, how- 


oe also has effected com- 
promise rulings. It excludes acquisi- 
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ever, as an expense in lieu of deprecia- 
tion. 

Even a commission which, as a rule, ad- 
heres firmly to a policy of excluding ac- 
quisition adjustments from the rate base 
may sometimes countenance a departure 
from a rigid stand. The New York com- 
mission, in a proceeding involving a gas 
utility, initially held acquisition adjust- 
ments to amount to nearly $14 million, 
and it disallowed them. The utility took 
the matter to court. In the course of the 
litigation, however, it came to terms with 
the commission. As a result, less than 
$500,000 was charged to surplus accounts. 
The commission agreed that about $250,- 
000 could be added to plant in service, and 
about $600,000 deducted from the plant 
depreciation reserve. Thus a substantial 
proportion of the figure once considered to 


comprise acquisition adjustments found 
its way into the company’s rate base. 


Conclusion 


HE discussion here has shown a broad 

cleavage in how utility commissions 
have treated acquisition adjustments for 
rate-making purposes. But it has also 
shown areas where the lines overlap and 
a flexible approach has emerged as the 
dominant attitude. It may suffice to con- 
clude, therefore, with the suggestion that 
the examples of fusion and flexibility may 
well provide profitable avenues for further 
study. This would be important, of course, 
from the standpoint of rate-making 
theory. But even more significant may be 
the consequences in terms of modifying 
rigid commission practice and rigid rate 
structures. 





“— many members of the House and Senate have been either 
indifferent or overwhelmed by the complexities of the budget, 
which means they have been spending more than $70 billion a year 
at least partially in the dark. It is said only>a handful of Congress- 
men really understand the full budget... . 

"Incredible as it sounds, most appropriation legislation is passed 
solely on the basis of the arguments advanced for the bill itself 
without consideration of the funds that the department or agency 
has accrued from previous appropriations. . 

"After three years of legislative batting, Representative Glen 
Lipscomb (Republican) of Los Angeles and fellow members of the 
Government Operations Committee finally won passage of a measure 
putting the federal budget on a pay-as-you-go basis. The most formi- 
dable opposition came as expected from the ranking members of the 
potent House Appropriations Committee. 

"The basic principle of the new measure is so obvious that it's hard 
to believe it wasn't enacted until the 85th Congress. In the future, 
Congress, like private industry and business, will appropriate the 
actual amounts to be spent each year by executive departments and 
agencies after first learning how much of a surplus is on hand in the 
bureau.” 


—EDITORIAL STATEMENT, 
Los Angeles Times. 
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TVA Budget Control Doubtful 


oo Eisenhower on August 6th 
signed the Tennessee Valley Authority 
self-financing bill. He did so after receiv- 
ing assurances from House and Senate 
leaders that the lawmakers would quickly 
eliminate a provision in the measure which 
he said encroached on the powers of his 
office. ‘ 

The section of the bill which the Presi- 
dent found objectionable would have al- 
lowed the TVA board to submit its build- 
ing program to Congress for a 90-day peri- 
od. The Congress could increase or de- 
crease the amounts requested, but the Pres- 
ident could not. There would be no execu- 
tive department review of TVA construc- 
tion as the bill is written. President Eisen- 
hower said he found this “wholly unac- 
ceptable.” 

“Accordingly,” the President said in a 
statement, “I have conferred with leaders 
of both parties in the Senate and House 
of Representatives; we are in full agree- 
ment that the independence of the execu- 
tive and legislative branches must be pre- 
served. I have been informed by these 
leaders that legislation will be passed 
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swiftly by both houses deleting this ob- 
jectionable feature. In accordance with 
that understanding, I have approved HR 
3460.” 

Mr. Eisenhower’s feelings on the bill 
were made known at a regular press con- 
ference preceding the signing of the bill. 
He said then that he had been giving the 
TVA bill more study “more earnestly and 
with more lawyers and that kind of thing 
than almost any other bill I’ve seen in a 
long time.” 

He said of the objectionable provision 
that any time a bill encroaches on one or 
the other of the equal branches of this 
government it is “a very, very serious mis- 
take and one where the long-term effects 
can be serious indeed.” Senator Johnson 
(Democrat, Texas), majority leader, told 
the Senate later that neither Congress nor 
the executive branch is interested in 
“transgressing” on the powers of the 
other. 


gaeroron after the President signed 
the bill Johnson brought the correcting 
legislation up in the Senate and that body 
quickly voted to delete the objectionable 
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feature. The House, in recess for the week 
end, could not act before August 10th. 


} me self-financing bill carries a formu- 
la designed to specify the geographical 
boundaries of the TVA power system and 
provides for two types of repayment by 
TVA of federal money already put into 
the system. As. set out in the legislation, 
TVA would be required to repay on a semi- 
annual basis, the approximately $1.2 bil- 
lion the government has invested in the 
TVA plant. 


So as to assure that the government 
does not lose money on funds advanced 
to TVA, the payments are to be at a rate 
equal to the rate the Treasury is then pay- 
ing to borrow money. 


Notwithstanding the President’s satis- 
faction with the assurance given him by 
congressional leaders, it is by no means 
certain that the mere elimination of the 
90-day congressional veto provision leaves 
either the President or Congress with any 
budgetary control over TVA at all. Some 
observers jumped to the conclusion that 
the law as finally enacted and amended, 
would leave all TVA expansion programs 
subject to review by the Budget Bureau, 
just as in the case of other government 
agencies. 


But this does not seem to square 
with the following provision of the new 
law regarding the issuance and sale of 
bonds and the expenditure of and proceeds 
therefrom: 


The issuance and sale of bonds by 
the corporation and the expenditure of 
bond proceeds for the purposes speci- 
fied herein, including the addition of 
generating units to existing power-pro- 
ducing projects and the construction of 
additional power-producing projects, 
shall not be subject to the requirements 
or limitations of any other law. 


[’ that provision means what it says, 
neither the financing nor the expendi- 
ture of proceeds would be subject to the 
requirements of any other law, including 
the Budget and Accounting Act of 1921 
and the Government Corporation Control 
Act of 1946. As a matter of fact, when 
Congress included in the original bill the 
language about the 90-day veto which the 
President found so objectionable, there 
was an implication that such a limited form 
of control was needed in the absence of any 
other control. In other words, as the law 
now stands it might be argued that neither 
the President nor Congress has any au- 
thority in law over the expenditure of the 
proceeds from revenue bonds. 

As a practical matter, however, this may 
be academic quibbling. Under the U. S. 
Supreme Court decision in the Morgan 
case (which upheld the late President 
Roosevelt’s right to fire any member of 
the TVA board), the TVA was held to 
be an operating rather than a regulatory 
agency—therefore subject to executive 
control. This was to distinguish the Mor- 
gan case from the earlier Humphrey 
decision (in which the highest court denied 
Roosevelt the right to fire a member of 
the Federal Trade Commission without 
cause. ) 

In other words, TVA _ directors 
serve subject to the pleasure of the Presi- 
dent as distinguished from members of 
independent regulatory commissions such 
as the Federal Trade Commission. 

And so, as long as there sits in the White 
House a President disposed to curb un- 
limited expansion of TVA financing or 
expenditures, he can do so, whether by 
budgetary control or, less formally, by 
means of “orders from the boss.” On the 
other hand, if there sits in the White 
House a President disposed to encourage 
TVA to expand its financing and spend- 
ing without stint, such TVA programs 
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would be approved even if a budget had 
to be submitted. 


FR what it may be worth, it is quite 
possible that the present directors of 
TVA, acting under the assumption that 
they are expected to submit a formal 
budget request to the President, will do so 
for the coming fiscal year—the last of 
Eisenhower’s administration. It could be 
that the pattern thus established would be 
continued rather than raise the inevitable 
question of breaking with it on the part of 
a subsequent TVA directorship. 


> 


Atomic Dumping Problem 
By Atomic Energy Commission has 
“no present intention” of dumping 
atomic wastes at any of the inshore sites, 
including three off Rhode Island, recently 
suggested as safe disposal points. 


However, said A. R. Luedecke, AEC 
general manager, “It should be emphasized 
that the commission has not made a deci- 
sion to use or approve the use of these 
inshore sites, even if the results of the 
studies and investigations are favorable 
from a safety standpoint.” 

He said in a letter to Senator John O. 
Pastore (Democrat, Rhode Island) that 
the atomic wastes under discussion origi- 
nate in research laboratories, hospitals, 
universities, and other places where radio- 
active isotopes are used for various pur- 
poses. 

The radioactive waste, he said, consists 
of contamination on test tubes, bottles, 
rubber gloves, blotting paper, and rubber 
tubing. 

Mr. Luedecke said that in accordance 
with recommendations by the study group 
which had suggested the possible sites, the 
Atomic Energy Commission is entering in- 
to a co-operative arrangement with the 
Coast and Geodetic Survey, the U. S. 
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Public Health Service, and university 
scientists to conduct field investigations of 
certain of the suggested coastal areas. 

More than a dozen Congressmen have 
objected to the proposed disposal of atomic 
wastes in Atlantic and Gulf coast waters. 
This seems certain to become a major 
problem in the operation of atomic power 
plants producing electricity as a routine 
public service. The protests were made 
before the Joint Atomic Energy Subcom- 
mittee which has been looking into the 
subject of radioactive waste disposal. One 
of the protested dump sites (recommended 
by the National Academy of Sciences and 
the National Research Council) is two 
miles off the tip of Florida. 


Hew L. Price, director of the divi- 

sion of licensing for the AEC, has 
assured the lawmakers that none of the 
sites recommended will be used without 
further study and hearings. The final deci- 
sion regarding such disposal areas, how- 
ever, rests with the AEC. Until investiga- 
tions and hearings are completed, 
radioactive wastes will continue to be 
dumped in waters off the continental shelf 
where the depth is more than 6,000 feet. 
It seemed apparent from the views ex- 
pressed at the hearing that the problem 
of radioactive waste disposal is in its in- 
fancy. Public concern is already running 
high regarding radiation levels and the 
congressional protests are a reflection of 
this concern. When hearings are held re- 
garding the coastal disposal areas it can 
be anticipated that a new flood of protests 
will be heard. 


¥ 


Railroads Seek Relief 
fies railroads have laid down a 7-point 


program for legislative, regulatory, 
and economic relief which they claim they 
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must have if they are to contribute ade- 
quately to the national defense, Otherwise, 
the railroads are in no position to cope with 
a national emergency, such as war mobili- 
zation, a House Armed Services subcom- 
mittee was told by some of the nation’s top 
railroad executives last month. Govern- 
ment-aided competition has hit the rail- 
roads hard, Daniel P. Loomis, president of 
the Association of American Railroads, 
told the subcommittee. He pointed out that 
there no longer is enough reserve equip- 
ment to meet possible future mobilization 
demands. 

Loomis conceded, moreover, that rail- 
roads are hard pressed to meet even peace- 
time needs of the nation’s transportation 
to some degree. The relief proposed is de- 
signed to help the rails in their financial 
crisis and to put them on an equal footing 
with air, highway, and water carriers. 


HE following seven points were 

offered for congressional action: (1) 
Deduct modernization expenses from in- 
come taxes. (2) Allow 15-year write-offs 
for tax purposes for money in rolling 
stock, twenty years for fixed plant and fa- 
cilities. (3) Amend federal tax laws to 
encourage local and state tax relief. 
(4) Require commercial carriers using 
public transportation media to pay ade- 
quately for their use of these “tax-built 
and tax-free” facilities. (5) Lift restric- 
tions preventing rails from using other 
modes of transport. (6) Repeal the Inter- 
state Commerce Act’s provision exempting 
agricultural commodities from rate regu- 
lation or extend exemption to allow com- 
petition on more even terms. (7) Complete 
repeal of the 10 per cent passenger fare 
excise tax. According to James M. Symes, 
president of the Pennsylvania Railroad, 
it would take about $5,250,000,000 to 
build enough freight cars and locomotives 


to handle the volume of business a war 
emergency would entail. Symes went on 
to sfate that right now the nation’s rail- 
roads are 20 per cent short of the amount 
of rolling stock that would be needed. 

These seven points are being pushed by 
the Association of American Railroads in 
current hearings of a House Armed Serv- 
ices subcommittee. As measures of their 
plight, the railroads point to little growth 
in service and much shrinkage of their fa- 
cilities while the rest of the economy has 
boomed. In 1941 the rails had a potential 
reserve of 190,000 freight cars, little used 
in the prior decade of depression, in their 
fleet of 1,987,601. Their 2,020,000 cars to- 
day include little reserve capacity. Their 
prewar fleet of 45,200 passenger cars has 
shrunk to 33,000. Their 12,000 coaches 
could meet military requirements today, 
but where would civilians go when diverted 
from highways and airways? 


Cy expectancy of rail service in war- 
time is well-known, even if we do 
not do enough to prepare them for the 
crisis. Fuel restrictions and other short- 
ages during World War II shouldered 
onto the rails 90 per cent of domestic 
military freight and 97 per cent of organ- 
ized military passenger travel. With fewer 
disruptions during the Korean assignment, 
the rails still carried 72 per cent of all mili- 
tary freight and 64 per cent of passenger 
volume. 

Since World War II the rails have spent 
more than $14 billion to streamline opera- 
tions, including more efficient diesel loco- 
motives, more carrying capacity for 
freight cars, and improved signal and 
communications systems. 

The rails see the need for spending $14 
billion more in the next decade, but do not 
see where the money can come from. 
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Long-distance Rate 
Reductions Noted 


HE Federal Communications Com- 

mission has announced a portion of 
the interstate telephone rate reductions 
that the American Telephone and Tele- 
graph Company must make by mid-Sep- 
tember. The FCC last month ordered 
AT&T to reduce its rates on certain long- 
distance calls by $50 million annually. 

All the ordered reductions apply only 
to calls over 300 miles distance. Station- 
to-station calls, in distances of 676 to 3,- 
000 miles, will be reduced from 5 to 25 
cents for the “initial period” (the first 
three minutes) regardless of the time of 
day or night that the call may be placed. 
There will be corresponding reductions 
in charges for time in excess of the first 
three minutes. The initial charge for per- 
son-to-person calls will not be reduced; 
however, reductions will take place on 
person-to-person calls which go over the 
initial period. All charges for time in ex- 
cess of the initial period will also be re- 
duced if the calls are during daytime 
hours. 

In application this will mean that a 
station-to-station call, of three minutes’ 
duration, placed during the daytime, be- 
tween the points of New York city and 
Los Angeles, California, will now cost 
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$2.25 as compared to $2.50 under the old 
rates. 

The announced changes will slash gross 
revenues by about $47 million. It is an- 
ticipated that rate cuts, amounting to an 
additional $3 million, will be made in the 
near future in order to comply with the 
FCC order to reduce rates by $50 million. 


fips FCC waived the normal require- 
ment that thirty days’ notice be giv- 
en before a rate change can be effective. 
This move by the FCC was made so that 
AT&T could file its detailed plans for the 
reduction less than thirty days before Sep- 
tember 15th and still have the reduction 
take place on that date. 


- 


Senate Approves Equal 
Time Proposal 


beer Senate has approved S 2424, 
which would exempt news programs 
from the “equal time” provision of the 
Federal Communications Act. The bill has 
the backing of both party leaders and the 
President has indicated that he would 
sign such a proposal. Representative Har- 
ris (Democrat, Arkansas) has introduced 
a somewhat more far-reaching bill (HR 
7985) in the House of Representatives. 
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HR 7985 would also exempt panel shows 
and on-the-spot news coverage, such as 
political conventions. The House bill has 
been favorably reported from the Inter- 
state Commerce Committee and was 
awaiting floor action. 

When the Senate bill was debated in 
that chamber there were attempts to in- 
clude panel shows and on-the-spot news 
coverage; however, these amendments to 
S 2424 were defeated. 

In view of the coming political activi- 
ties in 1960 it can be assumed that one of 
these two bills will be signed into law 
within the next few weeks. 

The FCC has also laid down two new 
ground rules for political candidates who 
seek “equal time” on radio or TV. Effec- 
tive on August 10th a request for equal 
time on a broadcasting facility must be 
submitted to the station owner within one 
week of the day that the prior political 
broadcast was made. Under the previous 
regulations a candidate could make such 
a request any time during the campaign. 
The new rules also place the burden of 
proving that a candidate and his political 
party are qualified to run for the public 
office in question on the candidate request- 
ing the “equal time.” Previous procedure 
had required the commission to determine 
whether a man was a bona fide candidate. 


¥ 


Census Bureau Reports 


Number of TV Sets in U.S. 


HE Census Bureau has released a re- 

port which notes that 86 of every 
100 households in the United States has 
a television set. A similar survey conduct- 
ed in 1958 showed that 83 per cent of the 
nation had TV. 

The northeast section of the nation 
leads the national averages with 92 per 
cent of the households in that area hav- 
ing TV. The lowest ratio occurs in the 


South where only 79 per cent of the pop- 
ulation has this relatively new form of 
entertainment. 

Back in 1950 when the field of TV was 
just emerging from infancy only 12 per 
cent of the nation’s households were 
equipped for television reception. It is 
amazing to note the growth that has taken 
place in the last nine years. The Census 
Bureau also pointed out that 8 per cent of 
American homes have more than one set. 


» 


Robot Switchboard 
Developed for Army 


HE International Telephone & Tele- 

graph Company, in co-operation with 
the Army Signal Research and Develop- 
ment Laboratory at Fort Monmouth, New 
Jersey, has developed a switchboard de- 
signed to bypass battle-damaged com- 
munications lines and reroute messages 
over the fastest circuits available. 

The robot, called Digi-Com, is expected 
to make an important contribution to the 
speed with which battlefield communica- 
tions can be made. In addition to being 
used as an aid in communications the 
robot is also equipped to take care of 
information from computers, teleprinters, 
tape readers, radar, and telemetering sys- 
tems. A robot switchboard with such ca- 
pabilities should prove to be of great 
value in this missile age. 


» 


Broadcasts and Disasters 


HE National Association of Broad- 

casters has called on radio and TV 
stations to warn listeners to stay away 
from the scene of potential disasters. 
Harold Fallows, president of NAB, has 
made this request as a result of complaints 
that spectators at the Idlewild Airport in 
New York hampered precautionary safe- 
ty operations that were being put into ef- 
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fect because of the landing of a crippled 
jet airliner. The majority of these specta- 
tors had come to the scene because of 
spot announcements which gave notice of 
the crippled airliner’s plight. Mr. Fallows 
stressed that he was not urging that any 
sort of censorship be invoked. He urged, 
however, that announcements of poten- 
tial disasters should be accompanied by 
a request that spectators refrain from en- 
tering such areas. 


* 


FCC Commissioner to Attend 
International Meeting 


CC Commissioner T. A. M. Craven has 

been appointed by the State Depart- 
ment to head the U. S. delegation which 
will participate in the International Tele- 
communications Union meeting in Gene- 
va, Switzerland. The August 17th meet- 
ing would attempt to revise the radio reg- 
ulations, including the table of frequency 
allocations. The vice chairman of the 
U. S. group will be Dr. Arthur L. Lebel, 
assistant chief of the department’s tele- 
communications division. It is anticipated 
that the international meeting will last for 
at least four months. 


> 
TV Teacher Training 


N™ York UNIVERSITY, in collabora- 
tion with the Radio Corporation of 
America, has established a training center 
for teachers in educational television. The 
program will have two phases. The first 
will be devoted to the technique of studio 
teaching and the second will deal with 
the classroom use of televised presenta- 
tions. 

RCA has provided about $100,000 in 
funds and equipment for the new center 
which will be administered by New York 
University’s school of education and com- 
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munications art group. The program is 
aimed at teachers, producers-directors, ed- 
ucational evaluators, and school adminis- 
trators. This new program at NYU 
points out the growing interest in all as- 
pects of educational television. 


~ 
Airport Communications 
Center 


A STREAMLINED communications sys- 
tem has been installed at the San 
Francisco airport. The system, the first of 
its kind in the country, was designed by 
the Pacific Telephone and Telegraph Com- 
pany at the request of the Federal Avia- 
tion Agency. 

Radio, radar, and telephone communi- 
cations facilities are co-ordinated to solve 
the problems created by increased air- 
craft speeds and the large volume of air- 
craft which use the San Francisco airport. 

Instantaneous communication is pos- 
sible between traffic control men and the 
radar room which is several floors away. 
Any controller can break into another con- 
versation at any time should an emer- 
gency occur. 

The push-button arrangement enables 
a radarman to turn the aircraft he has 
been guiding over to the tower man with 
the simple push of a button. Previously 
large headsets were worn; these have now 
been replaced by a hearing aid-size re- 
ceiver which fits in the ear of the radar 
and control tower operators. 

Prior to the development of this sys- 
tem the control men and the radar op- 
erators were in the same room. The in- 
crease in traffic, however, demanded an 
increase in men and the radar room had to 
be separated from the control center 
which guides the aircraft to final land- 
ing. When this move was made in- 
stantaneous telephone communications be- 
came a necessity. 
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Supersensitive Radar 


Here CorPorATION of Little Neck, 
New York, and the Army Research 
and Development Laboratory have an- 
nounced the development of an ultrasensi- 
tive radar set that can spot the slightest 
troop movement behind enemy lines. 

Previous radar sets could spot a soldier 
at a distance of two miles—the new set 
has spotted a soldier walking 15 miles 
away. The set itself consists of a portable 
shelter with controls and scopes and a re- 
motely placed antenna mounted inside a 
5-foot bubble on top of a 25-foot pole. 
Only thirty minutes is required to set the 
installation up and the rig can be trans- 
ported by helicopter or two-wheel trailer. 

The set is so sensitive that it is claimed 
that a crawling man two miles away can 
be detected. By reading the “blips” on the 
screen a radar operator can distinguish a 
man from a woman by the characteristics 
of the waves on the scope. 


> 


Radioactivated Traffic 
Signals 


E b-« city council of Lincoln, Nebraska, 
has authorized a study to control traf- 
fic signals by closed radio circuits which 
would eliminate the more expensive un- 
derground wiring that now must be put 
under city streets. Proponents of the plan 
claim that the city could save about 90 per 
cent by the use of such closed circuits. 
The principle involved is much the same 
as that which is used to open and close 
garage doors from owners’ cars. In addi- 
tion to the cost savings it has been pointed 
out that such a system would enable all of 
the city’s traffic lights to be controlled from 
a central headquarters. Present signals 
and their wiring cost about $1,500 to $2,- 
500. It is estimated that a closed multiplex 


radio circuit system would cost $200 to 
$250 for each unit. 


° ¥ 


W eather Network Urged 


. 9 oie Theodore Francis Green 
(Democrat, Rhode Island) has urged 
the government to establish a nation-wide 
FM radio network which would broadcast 
continuous storm warnings and other 
weather data. The Senator has urged the 
FCC to set aside several FM wave lengths 
for the suggested service. The Senator has 
said that manufacturers have indicated 
that a portable FM transistor radio could 
be developed which would receive such 
broadcasts. Manufacturers have indicated 
that such receivers could be produced at 


very low cost. 
¥ 


Community TV Antennas 

" irsincmie antennas serve 2.5 million 

television viewers who sit behind ob- 
structions that block programs direct from 
the telecaster. These viewers constitute 2 
per cent of the nation’s total. They pay 
$100 to $175 to be wired into high com- 
munity antennas and then $2.50 to $11 
a month for service for their 700,000 
sets. 

The National Association of Broad- 
casters has asked federal regulation of 
the antenna operators. It wants them to 
pay for programs they pull out of the air 
and “sell” to their clients. Independent 
local broadcasters fight the system for a 
different reason: They fear being put out 
of business by the programs piped in from 
the chains. 

The Federal Communications Com- 
mission has kept its hands off, feeling it 
can no more protect a TV station from a 
community antenna than it could from a 
local drive-in or other attraction intrud- 
ing into a TV station’s area. 
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Should Tax-saving Debentures 
Replace Preferred Stocks? 


wAN the March meeting of the Southeast- 
ern Electric Exchange a strong ar- 
gument was advanced for the gradual 
elimination of preferred stock in the cap- 
ital structure of utilities, by substitution 
of debentures in new financing programs. 
Chairman Matt L. McWhorter of the 
Georgia Public Service Commission 
stated : 


In view of the practically default- 
proof record of operating utility bonds 
in this century, a debt ratio for an 
electric company of between 60 and 65 
per cent of the total capitalization 
should not be disturbing provided that 
this debt was subject to a reasonable 
amortization and such other technical 
provisions as would serve to reassure 
the bondholder. . . . Such a structure 
would not provide much room for pre- 
ferred stocks. 


Donald C. Cook, executive vice presi- 
dent of the American Electric Power 
Service Corporation, gave an address on 
“Financing Future Utility Expansion,” 
in which he also advocated substitution of 
debentures for preferred stock. He fore- 
cast that by 1977 the assets of the electric 
utility industry would approximate $176 
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billion. Internal cash generation would 
provide about 42 per cent of requirements 
for expansion over the next two decades, 
leaving 58 per cent or $77 billion to be 
raised externally. In the past 12-15 per 
cent of utility capital structure has con- 
sisted of preferred stock. In 1946 twenty- 
four utilities were able to issue some $311 
million of preferred stock at an average 
dividend rate of only 3.65 per cent. But 
in 1958 twenty-one issues totaling about 


$250 million were sold at dividend rates 


of 4.64 per cent to 5.64 per cent, or an 
average of 5.14 per cent. Mr. Cook stated: 


It has become increasingly clear, that 
the market for utility preferred stocks 
has gone into a substantial and perhaps 
permanent decline. Gone are the days 
of the low-rate preferred readily re- 
ceived by a waiting market. Here in- 
stead is the high dividend rate and the 
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indifferent market appetite, and, in 
some cases, sinking funds designed to 
obviate the disadvantage of not hav- 
ing a maturity date have made their 
appearance. 


! 


HAT would be a logical substitute 

for future preferred stock financing? 
First mortgage bonds should not be used, 
since both indenture requirements and 
sound financial policy with respect to 
maintaining bond ratings, etc., would be 
against it. If additional common stock 
were sold the resulting cost of capital 
would be increased, and per share earn- 
ings retarded; price-earnings ratios might 
then be adversely affected, with a further 
increase in costs. 

The best solution, according to Mr. 
Cook, would be to substitute unsecured 
debentures for a substantial portion of 
the preferred stock, also increasing the 
amount of common slightly. Thus the 
composition of the financing program 
would change as follows: 


Millions ~° 

ld ew 

First Mortgage Bonds ........ $ 55 $ 55 
Unsecured Debentures ......... — 10 
IPLCHEPEEG SUCK soe ci0ce esse: ie — 
Common Stock Equity ......... 33 35 
pL SS Rae $100 $100 


Since interest is a prior deduction be- 
fore income taxes, about 52 per cent of 
the interest on the debentures would be 
saved, compared with no saving if pre- 
ferred stock were issued. 


Or course these figures apply only to 

the new financing program covering 
two or three years; the capital structure 
would continue to include the preferred 
stock issued in prior years, but the ratio 
of preferred to total capital would grad- 
ually decline over future years while the 
proportion of debentures would increase. 
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At some point it might also prove feasible 
to redeem existing preferred stock and 
substitute debentures. Eventually, the ob- 
jective might be a capital structure of 55 
per cent mortgage bonds, 10 per cent un- 
secured debentures, and 35 per cent com- 
mon equity. 

Regarding the attitude of regulatory 
bodies, he pointed out that the consumer 
is the “principal ward” of the state com- 
missions and at least on a par with the 
investor at the federal level. It would be 
to both the consumer’s and investor’s in- 
terest that the company obtain the lowest 
possible cost of new money consistent 
with the financial stability of the enter- 
prise. Hence, the commissions should 
“have the vision and the wisdom to ap- 
prove—indeed they should urge it.” 


* 


TVA Self-financing Bill 
Signed—Might Affect 
Kentucky Utilities 


a Eisenhower signed the TVA 
bill August 6th but stated that one 
feature of the bill was “wholly unaccepta- 
ble.” (For further analysis of the new 
law see page 350.) This section provides 
that, when TVA plans a project, the Presi- 
dent shall submit the plan to Congress 
along with his recommendations—follow- 
ing which Congress would have ninety 
days to modify the plan. However, Con- 
gress had pledged that it would imme- 
diately pass a new bill deleting the objec- 
tionable provision. This very unusual pro- 
cedure was apparently due to technical 
difficulties in the way of revising the orig- 
inal bill after it had been sent to the Presi- 
dent; a new act was the easiest way out. 
The Senate has already voted the new bill 
and the House soon after followed suit. 
Thus, TVA will be enabled to issue up to 
$750 million bonds to construct new steam 
plants without consulting Congress. 
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While copies of the act are not avail- 
able at this writing, it is understood that 
it contains a provision limiting TVA ex- 
pansion to five miles beyond its present 
borders, and if TVA should take full ad- 
vantage of this it could increase its service 
area by 2,000 square miles; also Paducah, 
Glasgow, and a few other towns in Ken- 
tucky are included, as possibie buyers of 
TVA power if they should go to munici- 
pal ownership. 

It is understood that Southern Com- 
pany—which had been much concerned 
earlier because of unfavorable provisions 
in early drafts of the bill—will not lose 
any important towns to TVA, as the area 
involved is virtually all rural in character ; 
hence the effect on revenues should be 
negligible considering the large size of the 
system. Kentucky Utilities Company 


& 


might also be affected over a period of 
years, but any revenue losses would be in 
the slowest-growing portion of its terri- 
tory. 

In general, therefore, the bill as finally 
enacted is considered favorable in so far 
as it removes, for the time being at least, 
the threat of much wider geographical ex- 
pansion by TVA through the offering to 
municipalities of relatively cheap tax-free 
power in substitution for private power 
burdened by taxes. 


¥ 


Telling Stockholders about 
The Tax Bite 
b pe practice of giving a breakdown of 
total tax payments in the annual re- 
port to stockholders unfortunately is fol- 
lowed by only a few utilities. Consolidated 


JULY UTILITY FINANCING 
PUBLIC OFFERINGS OF ELECTRIC AND GAS UTILITY SECURITIES 


Aver. Yield 
For 


Success 
Price O 
Amount To 
Date (Miill.) Description Public 
Bonds 
Long Island Lighting Ist (s. f.) 53s 
1989 


Under- Offer- Securities 
writing img Of Similar Moody Offer- 
Spread Yield Quality Rating ig 

7/9 $25 


7/106 
7/158 


7/21 +50 
7/28 20 
7/30 = 8 


A 
Aa 


A 
A 


80C 
64C 


A1C 
1.00N 


1.00N 
82C 


5.10% 
4.93 


5.10 
5.15 


5.15 
5.00 


4.91% 
4.62 


4.86 
4.87 


5.04 
4.87 


Tenn. Gas Transmission Ist (s. f.) 54s 
1979 

Transcontinental Gas Pipe Line Ist 
(s. f.) 5% 1980 

Pub. Serv. of N. H. Ist 5$s 1989 .... 


Preferred Stock 
Transcontinental Gas Pipe Line 5.60 


Baa 
A 


99.69 
101.93 


7/28 


2.75N 5.60 


Earns.- 
Price 
Ratio 


6.17 
7.69 


Common Stocks—O ffered to Stockholders 


Northern States Power 
Brockton-Taunton Gas 


Common Stocks—Offered to Public 
7/23 7 Seatne Dereice Or NEG... o.5 sss00000 
C—Competitive. N—Negotiated. a—Reported well received. b—Reported fairly well received. 
Source, Irving Trust Company 
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5.00 


7/23 
5.88 


7/30 
5.37 7.19 


18.63 74N 
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Edison and Pacific Gas and Electric, the 
two largest electric-gas utilities, give a 
complete tabulation of taxes paid. Con- 
solidated Edison in its 1958 report listed 
seven local taxes, four state, and five fed- 
eral (including miscellaneous in each case 
as only one item), or a total of 16. Pacific 
Gas and Electric listed three local, at least 
four state, five federal, and one small 
Canadian, making a total of 13. 

The total tax burden of the two com- 
panies was almost the same—about $137 
million. As might be expected because of 
its concentration in New York city, Con- 
solidated Edison paid $92 million in local 
and state taxes and $45 million to the fed- 
eral government, Pacific Gas paid only 
$65 million in local and state imposts, but 
almost $69 million to the federal govern- 
ment. However, the latter included $9 
million for normalization of tax savings 
resulting from accelerated amortization, 
and eliminating the latter item (as Con Ed 
did not include a similar item of $3 mil- 
lion) we find that each company paid out 
24 per cent of revenues for taxes—com- 
pared with 23 per cent for the U. S. aver- 
age. 


— STATES PowER COMPANY 
has recently issued an interesting 
four-page folder “NSP & Taxes—Facts 


, 


Every Investor Should Know,” from 
which we summarize as follows: The 
company’s tax bill last year was nearly 
$39 million or 25 per cent of the revenue 
dollar—as compared with 2 per cent for 
TVA and 3 per cent for REA. Making 
the comparison in another way, REA 
revenues are three-and-a-half times as 
large as NSP’s yet the co-ops paid only 
40 per cent as much as NSP in taxes. 
TVA’s revenues are about one-and-a-half 
times those of NSP, but it paid only 14 
per cent as much in taxes. NSP’s taxes 
per kilowatt-hour sold are higher than the 


rate at which TVA sells wholesale power 
and higher than the rate at which the 
U. S. Bureau of Reclamation sells whole- 
sale power. 

Other salient points brought out in the 
report were as follows: 


NSP taxes approximated $45 per 
customer in 1958. 

Government, without any investment, 
got more than twice as much out of 
NSP as the common shareholders. 

The government’s take exceeded the 
total operating payroll of the company, 
and was 2.3 times the cost of all fuel 
for generating stations. 


» 


Power Costs Improving 
In New England 
, j ‘HE Electric Council of New England, 


representing 50 investor-owned class 
A and B electric utilities, has issued a 35- 
page statistical bulletin covering the com- 
bined statistics for these companies, a 
number of which are subsidiaries of hold- 
ing companies. 

Statistics are grouped under “Electric 
Power Supply,” “Utilization of Electric- 
ity,’ and “Finances and Operations.” 
Power supply covers capacity, peak load, 
and character of generation. (Hydro was 
about one-fifth of the total, gaining 23 per 
cent in 1958 over 1957.) The customary 
statistics for customers, energy sales, and 
revenues are presented. Total generating 
capability increased 9 per cent over 1957 
and peak load (despite the recession) was 
up nearly 12 per cent; the reserve margin 
was 22 per cent. 

In New England the average kilowatt- 
hour used per residential customer was 
2,621 in 1958, a gain of 6 per cent over 
1957 but substantially below the national 
average of 3,366. As a result of high fuel 
costs rates in New England are relatively 
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high—3.3 cents per residential and rural 
kilowatt-hour compared with 2.5 cents for 
the U. S.; and 2.6 cents for all customers 
compared with 1.7 cents for the U. S. The 
overall rate is 54 per cent above the U. S. 
average, as compared with the 74 per cent 
greater fuel cost. The latter reflects two 
factors—fuel costs last year were 59 per 
cent more per million Btu, and it also 
took 11 per cent more Btu to generate 
one kilowatt-hour. Comparing New Eng- 
land with the lowest-cost area in the U. S., 
overall cost per kilowatt-hour for fuel was 
3.6 times as much as in the West South 


last year was about 63 per cent coal, 32 
per cent oil, and 5 per cent gas. 


However. New England has made 
rapid progress in efficiency since 
1948—currently 11,981 Btu’s are required 
to generate one kilowatt-hour compared 
with 17,792 in 1948, an improvement of 
about one-third. The net increase in the 
price of fuel was only 4 per cent so that 
fuel cost per kilowatt-hour dropped from 
6.9 mills to 4.8, a decrease of 30 per cent. 
However, nearly one-third of this gain 
occurred in 1958, mainly as the result of 


Central area. Fuel used in New England lower fuel costs and increased hydro. 


= 


CALENDAR OF PROPOSED UTILITY OFFERINGS AUGUST 25TH TO DECEMBER 31ST 
Date of 
Bidding 
Or Sale 
Aug. 25 $65 

7 


Method 
Of Moody 
Offering Rating* 


Approx. 
Amount 
(Millions) Bonds 


Pacific Gas & Electric 
Aug.-Sept. Worcester County Electric 
Aug.-Sept. Arkansas P. & L 
Sept. 5 Boston Edison 
Sept. 17 Georgia Power 
Sept. 21 New England Power 
Sept. 29 Southern California Gas 
Oct. Western Mass. Companies 
Oct. 8 Columbia Gas System 
Oct. 14 Philadelphia Electric 
Oct.-Dec. Northern Natural Gas 
Oct.-Dec. Wisconsin Public Service 
Oct.-Dec. Puget Sound P. & L. 
Oct.-Dec. So. Carolina E. & G. 
Oct.-Dec. Tucson G, E. L. & P. 
Nov. Gulf States Utilities 
Dec. 1 Consolidated Edison 
Convertible Debentures 
American & Foreign Power Conv. Jr. Debs. 1982 ............. 
Pacific Power & Light 42% Conv. Deb. 1974 
Units (Debentures and Common Stock) 
Transwestern Pipe Line 
Preferred Stock 
Community Public Service 
Northern Natural Gas 
Arizona Public Service 
Common Stock—Subscription Offerings 
Sept. 10 Union Electric 
Oct. Hawaiian Telephone 
Common Stock—O ffered to Public 
Aug.-Sept. oS Souk LOS eens ae See er ee ee 
Oct. 27 Central & South West 
Oct.-Dec. 5 Central Illinois Public Service 


C—Competitive. N—Negotiated. *Preliminary rating, or a rating for similar issue of same company. 
**Competitive bidding has already taken place. The initial offering is to common stockholders of record Au- 
gust 5th on the basis of $100 debenture for each 40 shares, rights expiring August 27th. 


AUGUST 27, 1959 362 


Aug.-Sept. 
Aug. 28 


Aug.-Sept. 
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During the ten-year period the industry 
as a whole has decreased the heat rate 
from 15,738 Btu to 11,085, an improve- 
ment of about 30 per cent or slightly less 
than the gain in New England. Possibly 
better regulatory treatment of the New 
England utilities would encourage them 
to install more modern equipment and 
catch up with the U. S. average in 
efficiency. 

New England utilities made a good 
earnings showing in 1958, net income 
gaining 9 per cent over 1957, due largely 
perhaps to the plentiful supply of hydro. 


= 


Utility plant less reserves increased over 
6 per cent and capitalization 7 per cent. 
Average capital structure was 46 per cent 
debt, 11 per cent preferred stock, and 43 
per cent common stock equity—the latter 
being well above the national average. 


HE bulletin also makes some projec- 

tions. The anticipated rate of load 
growth over the next four years is 6 per 
cent so that in 1962 total load should be 
almost three times as great as that of 
1945. The companies’ construction pro- 
gram is scheduled to provide a 19 per cent 


Summary of Financing 


by 


Large Electric & Gas Companies 


VOLUME BY QUARTERS 


Billions 


VOLUME BY TYPE OF SECURITY 





ef Dollars 3.0 


[-__] Fourth Quarter 


FEED Third Quarter 


GEER Second Quarter 


GER First quarter 


(__] Common 
HERR Preferred 
EERE Bonds 























37. 38 
GAS 


5?) 58 


ELECTRIC 
COMPANIES 


59 











COMPANIES 


37) 5858 


5? 5859 


ELECTRIC 
COMPANIES 


Source—Irving Trust Company—Amounts include new money financings by companies with assets over $35,000,000 
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reserve in 1962 compared with 22 per cent 
in 1958, 25 per cent in 1957, and only 
7 per cent in 1955. Annual load factor is 
estimated at about 55 per cent for 1959 
and the three following years. 

The bulletin points out that intercon- 
nection of New England utilities has re- 
duced the cost and increased the reliability 
of service, as well as permitting construc- 
tion of larger and more efficient generat- 
ing units. New England is linked by an 
electrical network of transmission and 
distribution facilities and these lines are 
connected with utility systems in New 
York state and Canada, including the new 
St. Lawrence power project. 

New England is relatively free of pub- 
lic power. Eighty-four per cent of 1958 
output was generated by investor-owned 
utilities, 2 per cent by municipal and other 
public power agencies, 12 per cent by man- 
ufacturing and other nonutility companies, 
and about one per cent was imported. 
Here power, which furnished 22 per 

cent of requirements last year, has 


7 


now been quite fully developed in New 
England. A few years ago federal agencies 
were active in attempting to map out new 
development projects but this program 
has apparently now been pretty well 
abandoned. As the report states: 


Water is stored to the extent possible 
in a pond immediately above hydro 
plants. However, narrow built-up New 
England river valleys rarely permit any 
great amount of storage at this point. 
Storage reservoirs located upstream, 
therefore, are desirable. Because of the 
tremendous space requirements, sites 
for storage of water in significant quan- 
tities are not plentiful for this use and 
must compete with the alternative value 
of the land for roads, farms, industries, 
and towns already located in the river 
valleys. Hydro generation has been an 
important part of the power supply in 
New England, but there are relatively 
few remaining undeveloped sites that 
can provide competitive economic 
power. 


FINANCIAL DATA ON ELECTRIC UTILITY STOCKS 


8/5/59 Divi 
Price dend 
About Rate 


$1.68 


1.20 
1.00m 


Annual 

Rev. 

(Mill.) 

American Elec. Power .. 
Arizona Pub. Serv. ....... 
Arkansas Mo. Power 
Atlantic City Blec, 3.0.55. . 
Baltimore Gas & Elec. .... 
Bangor Hydro-Elec. ...... 
Black Hills P. & L. ...... 
Boston Edison 

Calif, Elec, Power 

Calif. Oreg. Power 

Calif. Pac. Util 
(Caroima 2 & Ws; essences 
Cent. Hudson G. & E. .... 
EAN, Bt EAS, oss e saws 
Cent. Ill, Light 

Corey. SO eee ee 
Cent. Louisiana Elec. ...... 
Cent. Maine Power 
Cent. & South West 

Cent. Vermont P. S. ...... 
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Aver. 

Incr. 
r 8/5/59 - room % 1 F > Sh. | Siam 
" Price e hare % In- Earns. Earn. 
(Continued) About Rate Y; Earns. crease 1953-58 Ratio 
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Colo. Cent. Power 5 
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Aver. 
el Iner. : Approx. 
; 8/5/59 Divi- Recent In Sh. Price- Div. Common 
(Continued) Price dend Approx. Share % In- Earns. Earn. Pay- Stock 
About Rate Yield Earns. crease 1953-58 Ratio Equity 
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Averages 


Foreign Companies 
Amer. & Foreign Power .. 
Brazilian Traction 
eo lo i) 2 ae 
Calgary Power 
Gatineau Power 
BeeKsCa 9. Oe Pe iss cacuss — 
Quebec Power 10 
Shawinigan Water & Pr. .. 23 


*Deferred taxes resulting from liberalized depreciation are not normalized, If they had been normalized 
the price-earnings ratio would be higher. **On average shares. tStock dividends (only) are paid on the 
“A” shares. x—Average increase in share earnings 1952-57. D—Decrease. NC—Not comparable. A—Ameri- 
can Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Exchange. Ja—Jan- 
uary ; F—February ; Ma—March; Ap—April; My—May; Je—June; Jy—July; Au—August ; Se—September; 
Oc—October ; N—November ; De—December. b—Also 5 per cent stock dividend May 1, 1959. c—Also 5 per 
cent stock dividend June 10, 1959. f—Also stock dividend of one-half per cent quarterly. g—Also 5 per cent 
stock dividend July 1, 1958. h—Also 2 per cent stock dividend November 20, 1958, included in the yield. i— 
Also 15 per cent stock dividend January 29, 1959, j—Also 3 per cent stock dividend (paid each year end) 
included in the yield. k—Also 5 per cent stock dividend payable February 20, 1959. m—Alse 5 per cent stock 
dividend June 15, 1959. 
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What Others Think 


British Nationalized Utilities 
Run in the Red 


_— nationalized industries re- 
ported on August Ist a combined 
loss of more than $1.5 billion in their 
frst ten years, according to a London 
dispatch to the Chicago Tribune Press 
Service of that date. The only even rela- 
tively bright financial spots were the tele- 


phone system and electric power plants. 

Power production more than doubled 
during the first governmental decade, but 
output is still only 85 billion kilowatt- 
hours, compared with 715 billion kilowatt- 
hours in the United States. 

The number of telephones increased by 
about 50 per cent to a little over 7 mil- 
lion, compared to a ten-year gain in the 
United States from 38 million to 63 mil- 
lion. 

Altogether, the government has invest- 
ed about $11 billion improving and ex- 
panding its industries, allotting $5 billion 
for new power stations, $2 billion each 
for railroads and coal mines, about $1.5 
billion for communications, and the rest 
for the two airlines. 

After ten years, the production of coal, 
Britain’s only native fuel, is falling, and 
railroads, just now getting their first 
diesel engines, are losing freight. The air- 
lines, however, are doing above five times 
their 1948 business, hauling 3,250,000 


passengers, an equivalent of a million 
times around the earth. 


HE government industries have dou- 

bled their total revenue to just under 
$6 billion. Coal sales bring in more than 
$2.5 billion. Power plants and railroads 
each take in almost $1.5 billion. Pennies 
in the telephone slot add up to about $500 
million and the two airlines each take up 
about $150 million annually. 

For the Treasury, however, these sums 
are dwarfed by the $15 billion collected 
in taxes annually. 

The phone system has earned steady 
profits of about $15 million a year but 
about half has been used to meet losses 
from the telegraph system. Power plant 
profits have run up to $50 million a year. 
But the coal mines have been steady 
losers and now the railroads, after run- 
ning in the black up to 1955, are $20 mil- 
lion in the red in one year’s operations. 

At a time when the working popula- 
tion increased from 20 million to almost 
23 million, the government industries cut 
their combined payrolls by about 60,000 
to under 1.5 million. The railroads have 
dropped about 100,000 men but the pow- 
er plants have taken on an extra 38,000. 

—F. X. W. 
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The Anatomy of Attrition 


c¢ eg Anatomy of Attrition” by 

P. M. Schuchart, director of the 
engineering department of Florida Rail- 
road and Public Utilities Commission, is 
an interesting examination of the methods 
used to determine future utility rates when 
attrition must be dealt with. Mr. Schu- 
chart’s article appeared in Telephone En- 
gineering and Management, issue of May 
15th. 

Mr. Schuchart believes that the defini- 
tion for “attrition” found in the “Web- 
ster’s International Dictionary’—“the 
wearing down, as of resources, by con- 
tinual slight impairments”—will have to be 
amended to read, “the.wearing down, as 
of return, by continual—and not so slight 
—inflation.” The author contends that 
such a definition would be well understood 
by persons in the business field and by 
public utility managers in particular. In- 
flation-generated cost increases have ex- 
erted a downward pressure which extends 
to all business. The level of return can 
only be maintained by increasing prices 
(assuming that everything has been done 
to offset the trend—such as increased effi- 
ciency). Unregulated business can make 
such adjustments at will. The utilities, on 
the other hand, must appeal to the regu- 
latory body having jurisdiction and Mr. 
Schuchart notes that this opens a “Pan- 
dora’s box of difficulties.” Attrition oc- 
curs in the return allowance for public 
utilities in a different manner than in the 
profit of other businesses. The problems 
are large but they are not insurmountable. 
Mr. Schuchart states that in order to un- 
derstand attrition it is essential to under- 
stand more than the primary cause—it is 
essential to know the “how” of attrition. 


, en rate of return in any business is a 
per cent. It is applied, by multipli- 


AUGUST 27, 1959 


cation to the permanent assets devoted 
to those operations — the rate base in 
utility vocabulary—to determine the dol- 
lar amount of earnings from any year’s 
operations which the owners of the prop- 
erty will be permitted to retain as profit, 
for the use of such property in the public 
service. Therefore, there are two avenues 
of attack on rate of return, directly 
through earnings and less directly through 
the base. Attrition can work along either 
line. 

When operating expenses increase earn- 
ings go down unless prices are jacked up. 
The impact on the rate of return at each 
cost increase is felt immediately and in 
full. Direct attrition, therefore, is the im- 
mediate and full impact on return result- 
ing from increased operating expenses. 

Mr. Schuchart points out that “indirect 
attrition” is generated by inflationary 
changes in assets. Thus, a business adds 
productive units of cost higher than the 
average cost of existing productive units. 
If earnings from the new units are the 
same as earnings on existing units the rate 
of return goes down. Mr. Schuchart com- 
ments: 


Moreover, earnings from the new 
unit will almost certainly be Jess than 
the average per existing unit, and the 
impact on rate of return will thereby be 
compounded. There are accompanying 
expense increases which tend to bring 
this about. Because of the higher dollar 
cost of the new unit, depreciation ex- 
pense will be greater than the average 
per existing unit. The same may also 
hold for ad valorem tax expense. 


| preety has attempted to offset this 

trend by making the new productive 
units more efficient. However, the steady 
advance of inflation has been too much 
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even for our research and American 
know-how. Mr. Schuchart notes that reg- 
ulated businesses are “low turnover”— 
several years’ receipts are required to 
equal the cost of permanent assets used in 
producing the product offered to the pub- 
lic. Unregulated businesses, on the other 
hand, have “high turnovers.” Because of 
this difference in “turnover” price in- 
creases in public utilities need tc be great- 
er to offset attrition caused by expansion 
and replacement. 


_geeisamgga can and should cope in ad- 
vance with indirect attrition, Mr. 
Schuchart believes. Expansion will con- 
tinue to exert a depressing effect on the 
rate of return, and given adequate evi- 
dence of expansion plans commissions can 
evaluate future indirect attrition and make 
corresponding rate modifications. How- 
ever, Mr. Schuchart states: 


. All too often, however, this evi- 
dence is either entirely lacking or is so 
poorly presented that the commission 
cannot legally justify providing in ad- 
vance for indirect attrition. Conse- 
quently, not only does the utility fail to 
earn the return which the commission 
deems proper, but the commission itself 
is burdened with having to process rate 
cases at unnecessarily frequent inter- 
vals. A crowded docket brings on either 
hurried regulation or increasing regula- 
tory lag. Finally there is the adverse 
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public reaction to close interval rate in- 
creases. 


I’ the inflation spiral comes to a halt 
there will be little further direct attri- 
tion of the rate of return. Should infla- 
tion continue direct attrition evaluations 
will have to be made on the basis of past 
experience. 

As to various methods of rate base de- 
termination, Mr. Schuchart did not advo- 
cate the use of any of the three basic meth- 
ods, or any combination of them, as “the 
best” means of coping with attrition. 

He observed that technology has moved 
forward while the process of rate making 
has changed but little over the years. He 
calls for basic research aimed at solving 
the long-range problems of attrition. 

Although Mr. Schuchart’s article is not 
concerned with the public relations aspects 
of rate making, he does observe that the 
public understands rate adjustments due 
to direct attrition. However, the public 
does not understand the endless series of 
increases because “business is growing.” 
No matter how technical such matters may 
become, the rate makers and the utilities 
must never lose sight of the fact that the 
public must understand why such rate ad- 
justments are made — in the end result 
they hit John Q. Public in his pocketbook 
and all technical, judicial, and economic 
considerations aside, he notes and ques- 


tions this. 
—C. M. B. 





iy a reprint from the Bell Laboratories 
Record, June, 1959, E. P. Felch, di- 
rector of military systems development for 
the Bell Telephone Laboratories, outlines 
the background and achievements in “mis- 
sile guidance.” 


Missile Guidance Development 


Mr. Felch notes that an increasing 
amount of effort at the Bell Laboratories 
is being devoted to the study, design, and 
development of missile systems. This in- 
crease in activity is in part due to the 
firing of the first Russian Sputnik and 
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the resulting clamor for added attention 
to the United States’ missile program— 
both in the field of scientific research and 
in weapons development. 

The first work on guided missiles be- 
gan at Bell after World War II and was 
devoted to methods of counterattack 
against manned bombers. The result was 
the 1951 test at the White Sands Proving 
Ground. This missile is now known as 
the Nike-Ajax ground-to-air defense sys- 
tem. Most American cities are now pro- 
tected by the Nike-Ajax system or with 
the more recent and longer-range Nike- 
Hercules. Now under development is the 
Nike-Zeus which is designed to protect 
against ballistic missiles. 


Bs on the Nike development back- 
ground, the Bell Laboratories has for 
some time been interested in long-range 
ballistic missiles. The term “ballistic” 
arises from the fact that the rocket engines 
propel the missile for only a short period 
and for a fraction of the total distance 
covered. Guidance is provided only during 
the powered period of the flight and the 
missile then continues on its ballistic 
course much as a shell continues after 
leaving a gun. Ballistic missiles fly hun- 
dreds of miles above the earth at speeds 
numbered in the thousands of miles per 
hour. The rocket contains its own oxidizer 
to burn its fuel and it is, therefore, not 
dependent on the atmosphere for oxygen. 
Flight times are measured in minutes and 
such a weapon presents a very tough de- 
fensive problem for any enemy. 

Mr. Felch noted that in 1955 the U. S. 
Air Force decided to employ its ballistic 
missile knowledge through an interconti- 
nental ballistic missile now called the 
Titan. The Titan can carry a nuclear 
warhead more than 6,000 miles. The huge 
rocket is over 90 feet long and weighs 
more than 100 tons. The two-stage 
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rocket is designed so that the larger 
booster stage drops off after the rocket 
has traveled through the majority of the 
earth’s atmosphere. A_ second stage 
rocket then takes over and the speed is 
boosted to a velocity which will carry the 
nose cone to its target area. When this 
speed is reached the nose cone separates 
from the second stage and the cone then 
continues in a ballistic trajectory to the 
point of re-entry into the earth’s atmos- 
phere. 


M:* FELCH points out that the ballistic 
trajectory stage of flight is several 
times longer than the powered section and 
that the pay load reaches its greatest 
distance from the earth (apogee) during 
this coasting period. The nose cone’s 
flight is governed by the laws of celestial 
mechanics which were first noted by Kep- 
ler and Newton. Determination of trajec- 
tories, in spite of existing and known 
rules, is complicated by several effects. 
The Cariolis effect, caused by the earth’s 
rotation, makes a straight path in space 
appear as a curved path when referred 
to the rotating earth. The departure of 
the earth from a perfect sphere (the earth’s 
oblateness) also modifies the trajectory. 
The earth, contrary to our classroom 
globes, is not a perfect sphere. It tends 
to flatten at the polar regions and to 
bulge out along the equator. These devia- 
tions complicate guidance of missiles. 
Mr. Felch comments that ballistic mis- 
siles such as the Titan are guided only 
during the powered stage of their flight. 
This simplifies the task of duration and 
distance control of flight; however, it 
complicates and makes more stringent the 
requirements for accuracy during the brief 
power and control period. At the moment 
of termination of thrust the forward speed 
of the missile may be 24,000 feet per 
second. At this speed a variation of as 
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“THE FEDERAL COMMUNICATIONS COMMISSION ISN’T GOING 
TO LIKE YOU STARTING OFF BY SAYING ‘HELLO OUT THERE 
IN RADIO LAND,’ ” 


little as one foot per second would result 
in a target area miss of one mile. 

The Bell Laboratories guidance system 
belongs to a class of systems known as 
“command systems.” Ground-based radar 
determines the position of the missile dur- 
ing powered flight. A computer accepts 
these data and by reference to trajectory 
information computes orders to keep the 
missile on its flight path. These corrective 
orders are transmitted by radio to the 
missile’s autopilot and control system. 


The most complex units, the radar and 
computers, are on the ground. This af- 
fords a saving in costs and in weight of 
the rocket itself. The expendable portion 
of the system, therefore, is kept at a 
minimum and this promotes higher re- 
liability in the rugged environment of 
outer space. 

The Bell Laboratories system is termed 
a “radio-inertial” guidance system and 
these terms refer to the combination of 
radio-transmitted instructions and the 
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inertial guidance system contained in the 
rocket itself. This system was suggested 
by Sidney Darlington of the Labora- 
tories’ mathematical research department. 
Radar can provide position measurements 
of great precision. However, determina- 
tion of the velocity components is obscured 
by “noise” in the frequency region above 
one cycle. The missile may then appear 
to be fluctuating in velocity at a rate of 
one or two cycles per second. The auto- 
pilot control system of the missile con- 
tains gyroscopes which stabilize flight in 
the absence of signals from the guidance 
system. By taking advantage of advance 
knowledge, the motion of the missile can 
be predicted with great accuracy. Darling- 
ton developed a theory that involves 
averaging the radar data, which causes a 
lag in the position of the missile, and an 
updating process based on inertial infor- 
mation. This combination of ground and 
air guidance effects considerable weight 
savings when compared with all-inertial 
guidance systems. 


M* FeLcu noted that the radar em- 
ployed in the Titan system is an out- 
growth of the Nike-Hercules system. In 
addition redesigned radar is now in pro- 
duction at the Western Electric Company 
plant at Burlington, North Carolina. Of 
prime concern in designing the new radar 
system was ease of operation and mainte- 
nance. 

One officer will be able to operate 
both the radar and the computer from a 
single console. The “black box” system of 


maintenance is used. With this equip- 
ment, faulty units (“black boxes’) can 
be replaced from a complete stock of spare 
plug-in units. The faulty “black box” can 
then be sent off to a factory for repairs. 

Computers for this project have been 
designed by the Remington Rand Univac 
Division of the Sperry Rand Corporation 
under the technical direction of the Bell 
Laboratories. 

The Titan project, Mr. Felch points 
out, has been brought to its present state 
through the co-operative efforts of many 
scattered departments of the Bell Labora- 
tories and Western Electric Company. 


Op insee of Bell Laboratories’ ra- 
dio-inertial guidance system are cur- 
rently being obtained from flights of Thor- 
Able IT re-entry test vehicles. With the aid 
of the Bell guidance system two nose cones 
have been recovered after flights of 5,000 
miles. Under active consideration at the 
present time is the application of the 
radio-inertial system to the guidance of 
satellites and space probes. 

Bell Laboratories’ activity in the field 
of missile guidance has contributed much 
to our national defense and to the gather- 
ing of scientific knowledge. In the pub- 
lic’s mind “Bell” means “telephone” and 
articles such as this point out the great 
contribution that groups such as Bell 
Telephone Laboratories and Western 
Electric Company make to the scientific 
fields and to the military safety of our 
nation. 


—C. M. B. 





Power from the Atom 


_ Edison Electric Institute has just 
published the second edition of its 
booklet entitled “Electric Power from the 
Atom.” The new publication is a revision 
of a booklet first issued in 1956. 
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The publication reviews in brief form 
the various methods used in generating 
electricity and the ever-increasing demand 
for added generating facilities. The book- 
let notes that 
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... It has been estimated that by 1979, 
the one-hundredth birthday of Edison’s 
original electric light, the United States 
will be using more than four times as 
much electricity as in 1959—and the 
use will still be growing. Electric power 
from the atom will play an important 
part in ensuring that the United States 
will remain the leading nation in the 
world, both in industrial production and 
in the standard of living of its citizens. 


At the present time 131 investor-owned 
electric companies are involved in 16 
atomic power plant construction projects. 
In addition 11 major research and de- 
velopment programs are in progress. 
Three power plants built by state, local, 
or co-operatively owned organizations will 
be in operation by 1962. It is anticipated 
that these three plants will have a com- 
bined capacity of 110,000 kilowatts. 


4 bes booklet notes that our conven- 
tional fuels—coal, oil, and gas—are in 
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adequate supply but that future needs and 
the future depletion of fuel reserves de- 
mand that atomic reactors and generators 
be developed now. It is pointed out that if 
all the atoms in a single pound of fission- 
able uranium could be split there would 
be energy released which would be equiva- 
lent to that given off by burning 2.6 mil- 
lion pounds of good quality coal. 


Or special interest is a four-page listing 
of electric companies participating in 
atomic power projects and a map locating 
the programs now under way. There is 
also a tabulation of details concerning 
these plants, including reactor types, elec- 
trical capacities, plant locations, and the 
projected date of completion. 

Edison Electric’s publication is concise, 
nontechnical, and it should be a valued 
publication for distribution to the public. 
It tells, in simple to read style—with many 
graphic illustrations—what atomic energy 
is, how it is used to produce electricity, 
and its significance in the future. 





L HE increasing preoccupation with the 
effects of inflation and with the un- 
precedented demand for additional service 
by customers of utilities is reflected in the 
frequency with which editorials appear in 
industry trade journals commenting on 
the situation. The July 18th issue of 
Telephony, for example, contained a two- 
page appraisal of what constitutes a fair 
rate of return, thoughts from which are 
worth relating. 

Rate fixing in time of inflation, the 
editorial stated, is of vital importance for 
all telephone companies to enable them 
to attract necessary capital, expand and 
rehabilitate their plants. For small com- 
panies it may mean the difference between 
staying in or going out of business. 


Fair Rates of Return and Inflation 


It was pointed out that rates in the 
telephone industry consistently lag behind 
price trends generally and that there is 
grave danger in the habit of commissions 
to accept sluggish telephone rate trends as 
a matter of course. Serious harm can 
result for 

It can occur in the form of economic 
damage, undermining the credit posi- 
tion of telephone companies by not be- 
ing able to invite equity capital into 
their enterprises, and their ability to go 
on functioning adequately in the public 

service... . 

Aside from this lag situation, there is 
another threat to sound economic op- 

eration of telephone companies in a 
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period of rising prices. That is the 
tendency of many regulatory commis- 
sions to squeeze the allowable profit— 
that is to say, the rate of return on 
invested capital—to a minimum. This 
compels owners of telephone companies 
to absorb an increasing amount of op- 
erating costs, before they can get back 
even with the board. 


-— liencanaenle editor next attempted to 
trace the history of rates of return 
in the industry. During World War I the 
average rate of return, he said, that was 
allowed telephone companies by courts and 
commissions averaged a little more than 
7 per cent. By 1922—an inflationary 
period—this had risen to 8 per cent. With 
the depression of the 1930's, the rate of 
return sank to 7 per cent and finally to 
6 per cent. 

Prices started to rise after 1936 and 
by 1946 had risen considerably. But not 
the rate of return for telephone companies. 
It was still about 6 per cent—in 1947 it 
was even lower. Today, the editorial 
pointed out, after twelve years of creep- 
ing inflation, 6 per cent is still considered 
by many commissions as a generous rate 
of return, despite the fact that today’s 
rate base is generally far more limited 
than the rate base commonly used in the 
old days of a higher rate of return. The 
editorial stated : 

In the old days, the rate base valua- 
tion was sometimes fixed on the “re- 
production cost” value of the telephone 
property, and sometimes on the “origi- 
nal cost” value. In most rate cases, 
especially where the company figures 
on “reproduction cost” value were con- 
sidered high, and the commission staff’s 
original cost figures were considered 
low, the commission arrived at a judg- 
ment figure somewhere between the 
two. This was the “old-fashioned” rate 
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base and it usually worked out pretty 
liberal as compared with the strict 
“original cost—less depreciation” rate 
base which some of our state commis- 
sions have followed in recent years. 


A return of 6 or 7 per cent on the “old- 
fashioned” rate base would work out, in 
the case of many telephone companies, to 
correspond with an 8 or 9 per cent rate 
of return on today’s restricted rate base. 
The editorial continued: 


. if commissions regarded a 7 per 
cent rate of return on the rate base of a 
telephone company as reasonable in 
1929, why in the world are they talking 
about 6 per cent return, or even less, 
in 1959? They should be talking in 
terms of 8 per cent for all companies, 
especially for the smaller companies, 
and we think any fair economic analysis 
will bear out such a statement. 


T° the face of an historical picture of 
diminishing return to the investor, the 
editorial asked, how are telephone com- 
panies going to raise the money they 
need? Two things can be done to correct 
this acute situation: (1) Telephone com- 
panies must ask for enough of a rate 
increase to attract the necessary equity 
capital to take care of needed plant ex- 
pansion. (2) Regulatory commissions 
must recognize the need for allowing a 
more liberal rate of return to telephone 
companies so the commissions, themselves, 
can meet their responsibility to the public 
in seeing that it gets the best and most 
telephone service. 

If we continue to shortchange the in- 
vestor by keeping earnings of telephone 
companies too low, we must sooner or 
later injure the public and the workers. 
The telephone industry, to sum up, “needs 
more money if it is to continue to provide 
the quality and quantity of service the 
public is and will be demanding.” 





WHAT OTHERS THINK 


























“ALL RIGHT, ALL RIGHT, HE’S WAITING FOR THE TOOLS” 


AS@= from differences over the compo- 
sition of the rate base, the standards 
governing the determination of a reason- 
able rate of return are neither definite nor 
static. There are probably good reasons 
why they should not be. But one of the 
inner contradictions of public utility regu- 
lation which every commission must re- 
solve to its own satisfaction is the ques- 
tion of whether profit limitation in itself 
should be a controlling factor. 

On one hand, a standard percentage of 
return to be allowed in all cases as an ex- 
pected “norm” has an obvious drawback. 
It penalizes the efficient and holds an um- 


brella over the inefficient. Likewise, plac- 
ing sole reliance on the cost of money 
tends to allow a greater return percentage 
for the less efficient organization with the 
greater credit risk. Thus the efficient op- 
erator is penalized for reducing its own 
cost of money by commanding a better 
credit position in the money market. 

How to reward efficiency while at the 
same time taking care of the extra reve- 
nue requirement of smaller corporate 
combinations is a real regulatory problem. 
Perhaps the answer lies in what the law- 
yers usually call, rather enigmatically, a 
consideration of the factors in each case. 
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Electric Utilities and Oregon Highways 


es Oregon State Highway Commis- 
sion, in co-operation with the United 
States Bureau of Public Roads, has had 
prepared a study entitled “Electric Utility 
Nonuser Benefits from Oregon High- 
ways.” This technical analysis was pre- 
pared by Professors H. T. Koplin and 
D. A. Watson of the University of Oregon 
and it is available from the Bureau of Busi- 
ness Research at that institution. 

Public utilities are typically permitted to 
place utility poles on public highway rights 
of way. This study attempts to explore 
the economic implications of the free use 
of such highway rights of way. The study 
is restricted to electric power lines on fed- 
eral-aid highways and in nonurban areas 
of the state of Oregon. 

The fact that public utilities derive bene- 
fits from placing poles on highways is 
considered by the study. An attempt is 
made to determine the extent of the bene- 
fits derived by such placement and as a 
first approximation it is assumed that the 
benefit is represented by the net added cost 
should the utility be forced to locate on 
private property. 

The report contends that the annual sav- 
ings in easement costs amount to about 
$200,000. In addition $100,000 to $150,- 
000 must be added to represent savings in 
trimming and clearing costs. This produces 
a total benefit figure of from $300,000 to 
$350,000. From this total must be sub- 
tracted about $100,000, which represents 
the cost of relocation when utility poles 
or lines must be moved. The final figure of 
$200,000 to $250,000, according to the 
study, is the annual net benefit to electric 
utilities from the free use of rural federal- 
aid highways in Oregon. The study notes 
that among the associated benefits is the 
ability of the utilities to offer lower elec- 
trical rates to the consuming public. 
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7. evidence examined by the profes- 
sors indicates that the cost of having 
utility lines on the highway is “virtually 
negligible” in most cases. This is of course 
true, providing the utilities bear the cost of 
relocation should such moving of lines be- 
come a necessity. 

It is noted that since public utilities do 
derive benefits from locating poles on 
highways, there is the possibility that some 
sort of tax should be levied by the state. 
It is concluded, however, that such a tax 
would not be conducive to efficiency. Even 
a tax which would be greatly below aver- 
age benefits derived would tend to drive 
off some utility lines. 

Regarding the subject of relocation of 
lines, the report indicates that it would 
be desirable to charge such costs to both 
the public utilities and the highway depart- 
ments in order to encourage advance plan- 
ning and the most efficient original place- 
ment of highways and utility lines. 

It is concluded by the study that there 
is a net monetary benefit to utilities from 
the use of highways. In addition, there are 
numerous nonutility benefits derived from 
highway use, such as lower rates to cus- 
tomers. Advantages outweigh the disad- 
vantages, according to the study, with the 
following exceptions : where the existence 
of lines on highways seriously affects (1) 
the safety of highway users, (2) the cost 
of highway construction or maintenance, 
(3) the flow of traffic, (4) the beauty of 


scenery. 


— utility companies, in general, will 
not agree with those conclusions of the 
report which appear to reject the argu- 
ment that relocation expense is just as 
much a part of highway construction cost 
as grading, drainage, or other essential 
but allied expenditures as compared with 
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actual cost of road construction. By way 
of giving the “other side” of this argu- 
ment, the report quotes the following 
passage from the testimony of Edward 
Falck, consultant engineer of Washington, 
D. C., before a House Committee on Pub- 
lic Works back in May, 1955 (on HR 
4260, 84th Congress, Ist Session) : 


. a reimbursement provision would 
allocate the cost of utility relocation to 
the place where it belongs; namely, the 
highway project. This clear recognition 
and assignment of the cost of relocat- 
ing utility facilities would provide an 
incentive for highway planners to select 
improved highway routes and engineer- 
ing designs that would minimize the 
number, extent, and cost of relocation. 
Since these costs are a component part 
of the total cost of highway improve- 
ment, regardless of who may pay for 
them, they should be given serious study 
at the time a decision is reached as to 
which is the best of several alternative 
routes and designs. This is sound engi- 
neering economics. In a number of 
cases, a change of route of only one or 
two blocks would have resulted in a ma- 
terial reduction in the size of the utility 
relocation job. In other cases a design 
calling for an elevated expressway in- 
stead of an underpass would have sub- 
stantially reduced the cost of relocating 
utility facilities. By including relocation 
costs as a part of the total cost of the 
highway project, the engineering plan- 
ning will inevitably result in the most 
efficient and least costly solution. This 
is worth while not only as a matter of 
equity, but from the standpoint of ob- 
taining the most economic overall costs 
for the benefit of our national economy. 


Fon from the question of utility use of 
highways, as distinguished from the 


relocation expense problem, there is one 
question as to the serious disparity of re- 
spective impact which relocation may have 
on different utility organizations. A state- 
wide utility operation, or larger, can possi- 
bly absorb the highway relocation expense 
burdens which may strike here and there 
at various points within its service areas 
without serious economic consequences. 
But small organizations, such as a small 
independent telephone company may find 
their very solvency threatened by a high- 
way program requiring expensive reloca- 
tion of a large amount of outside line 
plant. Meanwhile, another small company 
just a few miles off the proposed route can 
go right along without any burden what- 
ever by reason of the purely chance loca- 
tion of its service area and line facilities. 
The report does not go into the question 
of how to equalize such burdens—if indeed 
they can or should be equalized. 

Then, too, there is the interesting factor 
of the alternative burden of highway traf- 
fic which would exist if electric lines, gas 
and water mains, and communications 
wires did not function as an infinitely more 
efficient substitute for physical carriage. 
One need only imagine the countless trucks, 
and other vehicles, needed to convey fuel, 
water, or intelligence via highway if local 
utility services were the only available sub- 
stitute. Just how much, if anything, this 
factor should weigh in the scales of equita- 
ble determination of the justification of 
relocation expense for utility services is 
a most speculative consideration. 


HE study was conducted under the 

supervision of Wesley C. Ballaine, di- 
rector of the Bureau of Business Research 
at the University of Oregon. Mimeo- 
graphed copies (at $1 each) are available 
in limited quantity at the University of 
Oregon’s Bureau of Business Research, 
Eugene, Oregon. 
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Haze Surrounding Monorail 


ie the general haze that surrounds mono- 
rail propositions, the line of approach 
seems to indicate that if monorail is eco- 
nomically feasible, it does not matter what 
it looks like, or what it does to the modi- 
cum of beauty some cities, like New Or- 
leans, are fortunate and progressive 
enough to provide for major thorough- 
fares. 

A somewhat meager exception was the 
allusion to “esthetic objection” contained 
in an antimonorail report for Washington, 
D. C. This is one of the reports (Detroit’s 
being at least one other) which New Or- 
leans’ utility director recently provided 
for that city’s administrative officer. 

Washington has some beautiful boule- 
vards and a greater “esthetic” stake, per- 
haps, than some other cities that fortu- 
nately or unfortunately do not have, so 
to speak, “much to ruin” anyway. Seattle 
is the only city which has a firm 
monorail project in the works (for 1961) 
—a one-mile link between downtown and 
fair grounds. Commenting editorially on 
monorail proposals for New Orleans, The 
Times-Picayune recently stated : 


Before more thoroughfares like 
Canal are given over to elevated struc- 
tures, citizens are entitled at the least 
to one of two devices for judging 
esthetic effect: (1) a full-size cheap 
“mock-up” on one or two blocks of the 
route; (2) an exact-scale model of mon- 
orail, streetway, trees, etc. How in- 
spection of low-speed exhibition sys- 
tems, in fair grounds or similar sur- 
roundings, can get you anywhere much 
along this line is hard to see. 

Beauty is important to New Orleans; 
and the more feasible monorail should 


turn out to be, the more likely would be 
its extension to more and more boule- 
vard routes. 

However, let us take the side of mon- 
orail to this extent: Separation of 
grade for rapid transit can be a wonder- 
ful thing. We will see it to some extent 
when Pontchartrain expressway is com- 
pleted—except that here the elevation 
and rapidity are for motor traffic. To 
what would the New Orleans public 
have to be driven to accept a whole net- 
work of Pontchartrain expressways on 
boulevard routes? If they were willing 
to accept that, and able to pay for it, it 
could justly be said that monorail at its 
worst would look a whole lot better than 
a complex of massive, elevated free- 
ways. 


HE Washington plans, sans monorail, 

call, among other things, for a 66- 
mile network of freeways for express 
buses; and the “monorail people’’ seem en- 
titled to ask: Which is going to involve 
more “esthetic objection” if the freeways 
are elevated ? 

Washington’s airy $2.5 billion project 
is out of this world anyhow for a city un- 
subsidized nationally. (Detroit’s program 
was comparatively economical if not 
stingy—a $255 million system, and the 
finding was that gross monorail revenue 
would just about meet debt charges. ) 

The Washington report contains an- 
other unfavorable allusion to monorail 
which as summarized could mean any- 
thing: “inadequate development.” How- 
ever, one possibility of more adequate de- 
velopment of the monorail idea lies in 
shaving down the bulk of its structure. 
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The March of 
Events 


AEC Asks for Nuclear 
Power Plant Bids 


gee A. McCone, chairman of the 

Atomic Energy Commission, has an- 
nounced that the commission is designing 
and plans to construct a small-size pressur- 
ized water reactor plant. The commission 
has invited proposals from co-operatives 
and public power organizations for partici- 
pation in the project. 

The small-size power plant is planned 
under the commission’s Power Demonstra- 
tion Reactor Program. The project will 
have as its major objective the develop- 
ment of a reactor which will make a sig- 
nificant contribution to the achievement of 
economical electric power in a small-size 
plant. Construction is expected to begin 
about May, 1960, with completion of the 
plant scheduled for May, 1962. 

The proposed plant would use a pres- 
surized water reactor for the generation of 
about 60,000 kilowatts thermal and 16,500 
kilowatts electrical power. Installation of 
a superheater, which would make it possi- 
ble to increase the electrical capacity of 
the plant to 22,000 kilowatts, could be in- 
cluded at the option of the proposer. The 
co-operatives and public power organiza- 
tions will be expected to make a contribu- 
tion which should include, as a minimum, 
provisions for plant site, turbogenerating 


facilities, and associated buildings and 
services. Contributions beyond the mini- 
mum provisions will be considered in the 
final selection of a proposal by the commis- 
sion. 

Proposals must be submitted by No- 
vember 16, 1959. 


Big Nuclear Plant for Canada 


eens is planning to build its first 
large nuclear power plant in Bruce 
county, on the eastern shore of Lake 
Huron. According to W. Neville Keefe, 
manager of the Georgian Bay Develop- 
ment Association, Atomic Energy of Can- 
ada and the Hydro-Electric Power Com- 
mission of Ontario chose the site for the 
200,000-kilowatt installation. 

The availability of water was a major 
consideration in choosing a location, he 
said. Lake Ontario and Lake Erie were 
not considered because of their population 
density. Canada is building a nuclear- 
fueled pilot plant that is expected to start 
feeding its 20,000-kilowatt output into the 
Ontario grid by 1961. 


British F ear Excess of 
Atomic Power 


ee nuclear power stations are get- 
ting less business than expected, ac- 
cording to H. G. Nelson, head of the Eng- 
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lish Electric Company. He said industrial 
fears about heavy costs are also causing 
much concern. 

Too much capacity has been déveloped 
in the atomic energy field for the work 
available, Mr. Nelson said. Competition, 
instead of being a healthy stimulus, is “in 
danger of becoming an aggravation of a 
very serious situation,” he added. Mr. Nel- 


son warned that since the development of 
atomic power is extremely costly there is 
fear that the volume of business available 
may be insufficient to pay the costs of the 
industry as a whole. 

This volume of business is smaller than 
originally expected, he said, because “avail- 
ability’’ of coal and oil is more secure than 
was previously the case. 


California 


Asked to Back Increases 


HE California Public Utilities Com- 

mission has asked the Federal Power 
Commission to require El Paso Natural 
Gas Company to post bond to assure re- 
fund of charges which later may be ordered 
after investigation of the $27 million an- 
nual increase which went into effect August 
Ist. 

President of the California commission, 
Everett C. McKeage, called attention to 
the fact that now El Paso has in effect 
three gas increases, none of which has been 
finally adjudicated by the FPC, which 
will cost California customers $62 million 
a year. And in four years, he said, Cali- 
fornians already have paid more than $100 
million in gas rate increases, upon which 
decisions are still pending. 

The California commission has also 
asked the FPC to see to it that El Paso 
keeps an accurate account of added 
charges due to the latest increase in order 
to be able to make accurate refunds. No 
hearing date for the rate increase has been 
set by the FPC. It will be opposed by both 
the California commission and California 
utilities. 


Rate Case Protested 


ee GAS AND ELEcTRIC CoMPANY of 
San Francisco has asked the Federal 
Power Commission to deny a $4.5 million 
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natural gas price increase that was request- 
ed by Phillips Petroleum Company of 
Bartlesville, Oklahoma. 

PG&E filed objections to a recommenda- 
tion by an FPC examiner, who said that 
Phillips, a gas producer, should be allowed 
to increase its gas prices to El Paso Nat- 
ural Gas Company. El Paso supplies about 
70 per cent of the natural gas distributed 
by PG&E to its customers in northern and 
central California. In 1958 PG&E pur- 
chased $80 million worth of gas from E] 
Paso—about 40 per cent of El Paso’s in- 
terstate sales. 

PG&E contended that an increase to 
Phillips would ultimately increase natural 
gas costs to California consumers. Pacific 
Gas contended that FPC Examiner Zwerd- 
ling had included a substantial amount in 
Phillips’ costs to defray claimed explora- 
tion costs, but that this was unreasonable, 
inasmuch as Phillips buys more than 90 
per cent of the gas it sells to El Paso from 
other producers, thus incurring negligible 
exploration costs on its purchases. 


First Big Water Conversion 
Plant 
W* on California’s first general pur- 
pose sea water distillation plant has 
begun at a site adjacent to Southern Cali- 
fornia Edison Company’s Mandalay Beach 
steam station near Oxnard. 
James F. Davenport, the company’s 
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vice president, said the pilot distillation 
plant will have a capacity of approximate- 
ly 100,000 gallons a day. Its overall cost 
is estimated to be about $250,000. 
Davenport emphasized that it will be an 
experimental unit. It is not expected to 
produce water at a cost competitive to pres- 
ent sources, including that imported by 


agencies such as the Metropolitan Water 
District, but will be used primarily for re- 
search and development and possibly to 
supply a portion of the fresh water needs 
of the Mandalay steam generation station, 
he said. The plant is expected to be in op- 
eration this year by the first part of No- 
vember. 


Florida 


Rate Hike Plan Rejected 


LTHOUGH the Florida Railroad and 

Public Utilities Commission approved 

a $1,585,000 increase in income for the 

Tampa Electric Company in July, it re- 

jected the rate schedules submitted by the 

company which would enable it to earn 
the increase. 

Charles H. Schwaner, vice president, 
secretary, and treasurer of the company, 
said his company proposed increasing rates 
for residential and small commercial and 
industrial users, but the commission in- 


sisted that the increase be spread over all 
classes of users, including big industrial 
and commercial customers. 

Schwaner said Tampa Electric felt rais- 
ing rates on big industrial and commercial 
companies would slow up the growth and 
industrialization of Florida, especially in 
the area it serves. Tampa Electric will ask 
the commission to reconsider the rate pro- 
posals. The new rates, which were to have 
become effective August Ist, would have 
earned the company about 6.5 per cent on 
its rate base. 


Georgia 


Seek Larger Utility Fees 
A™” has been recommended by the 


senate government operations com- 
mittee of Georgia’s legislature that would 
require utilities to pay $250,000 annually 
instead of $70,000 for the operation of the 
public service commission. A law passed in 
1922 provides that the PSC be financed 
by fees paid by the power, telephone, and 
gas companies, truck, rail, and bus lines, 
and other organizations which are regu- 
lated by the commission. 


The utilities’ share has been $70,000, 
with truck and bus lines paying in about 
$215,000. Only the utilities’ share would 
be changed by the suggested legisla- 
tion. 

Larger utilities sharing the major part 
of the assessment, such as Southern Bell 
Telephone & Telegraph Company and 
Georgia Power Company, have indicated 
they would not object to the hike in the 
fee they must pay, which is based on cur- 
rent valuations of taxable property. 


Illinois 


Gas Expansion Plan 
Announced 
HE Peoples Gas system of Chicago 
has announced details of a new expan- 
sion plan which will increase substantially 


the gas delivery capacity of a subsidiary 
supply pipeline. 

Texas Illinois Natural Gas Pipeline 
Company, one of two long-distance trans- 
mission subsidiaries of The Peoples Gas 
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Light and Coke Company, has sought ap- 
proval of a $43.5 million construction pro- 
gram for this purpose in a petition filed 
with the Federal Power Commission at 
Washington, D. C. 

Eskil I. Bjork, chairman of Peoples 
Gas, said the project involves an additional 
peak-day delivery of 85 million cubic feet 
of natural gas. Customer utility companies 


in a seven-state area in the Midwest would 
receive the added supplies. 

The major portion of the construction 
involved in the project would be the build- 
ing of 371 miles of 30-inch line parallel to 
the company’s 1,400-mile line from the 
Gulf coast fields of Texas. Also to be con- 
structed are about 55 miles of lateral lines 
and one 6,/00-horsepower compressor. 


Kansas 


Gas Storage OK Sought 


i een Otis gas field of Rush and Barton 
counties, Kansas, nearly depleted 
after thirty-one years of supplying gas to 
the homes and industries of the Plains re- 
gion, will become a vast underground 
storage tank if the application of the 
Northern Natural Gas Company to the 
Federal Power Commission is approved. 

Northern has asked permission to devel- 
op the field in south-central Kansas for 
the ultimate storage of about 182 billion 
cubic feet of natural gas. 

Administrative Vice President William 


Strauss has estimated the cost of equip- 
ment and facilities for developing and op- 
erating the field at about $20 million. If 
development proceeds as scheduled, the 
field will be capable of delivering 245 mil- 
lion cubic feet of gas per day by 1962 and 
a maximum of 350 million cubic feet per 
day by the following year. 

The Otis project will be Northern’s sec- 
ond underground storage operation. The 
company’s site near Redfield, Iowa, is ex- 
pected to be fully operational in the near 
future and at full capacity will store some 
140 billion cubic feet of gas. 


Kentucky 


Paducah Utility Pact 


HE city of Paducah, which has been 
seeking to acquire the local distribu- 
tion facilities of Kentucky Utilities Com- 
pany, has reached an accord with the com- 
pany on everything except the length of 
the contract under which it would buy Ken- 
tucky Utilities’ power at wholesale rates. 
The difficulty stems from the desire of 
Kentucky Utilities to obtain a long-term 
contract, whereas the city does not want 


to get tied up and prefers a short-term 
agreement. Paducah has been trying to ac- 
quire Kentucky Utilities’ power distribu- 
tion facilities for the past fifteen years. As 
soon as the present negotiations are com- 
pleted, the acquisition question—that is, 
the right to buy the facilities—must be put 
to the voters on the November ballot for 
approval or disapproval of a revenue bond 
action needed to enable Paducah to make 
the purchase. 


Maine 


Asks Court for Rate Relief 


wo requests have been filed by the 
Central Maine Power Company with 
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a Maine court asking relief from a decree 
ordered by the Maine commission which 
drastically pared down a new rate sched- 
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ule filed ten months ago. The first request 
asked that the tribunal “upon its own in- 
dependent judgment, review, modify, 
amend, or annul said decisions, orders, and 
rulings of the commission to the extent 
of the unlawfulness thereof and grant to 
the petitioner such other or further relief 
as the nature of the case may require.” The 
other petition was the customary appeal 
of alleged errors. 


The original rate schedule called for 
new rates averaging about 84 per cent 
higher and estimated to produce $3,150,- 
000 of additional gross revenue. The com- 
mission, after lengthy hearings, ruled that 
the company might have a rate increase to 
produce $898,000 in revenue, effective July 
7th. 

The new rates averaged about 2.75 
per cent for residential customers. 


Maryland 


Transit Plan Unveiled 


I* Baltimore an unprecedented plan for a 

Metropolitan Transportation Authori- 
ty which would have wide transport pow- 
ers has been announced. The envisioned 
authority would have power to own, lease, 
operate, combine, or subsidize transit fa- 
cilities and generally do what is necessary 
to provide streamlined mass transporta- 
tion. 

One important control mechanism in the 
legislation that is proposed would be a 
referendum requirement in the metropoli- 
tan area before the authority could own or 
operate a mass transportation system. Also 
the authority would be unable to condemn 
land or property in any subdivision with- 
out the approval of the local government. 

The authority would control transit in 
Baltimore city and Baltimore county, Anne 
Arundel county, Howard county, and Har- 
ford county and be composed of seven 


commissioners, three of whom would be 
appointed by the mayor of Baltimore and 
one by the top governmental authority in 
the four counties. 

Under the proposed legislation, the au- 
thority could put into effect any combina- 
tion of public or private ownership—or 
simply regulate a subsidized private op- 
eration. 

The authority’s subsidy powers could 
be exercised through its immunity from 
taxation and through its power to lease 
property and equipment to private opera- 
tors. 

It would take over the powers of the 
public service commission with regard to 
public transportation in the area and would 
fix rates and schedules after hearings. The 
expressed objective of the authority would 
be to make public transportation so attrac- 
tive that the public would want to use it 
and leave their cars at home. 


Missouri 


Rate Boost Starts 


HE rate increase of $6,478,000 that 

the Missouri Public Service Commis- 
sion granted to Union Electric Company 
in July has gone into effect despite pro- 
tests from city, county, and municipal au- 
thorities. 


The commission denied a motion for a 
rehearing on the case. St. Louis’ city coun- 
selor said the city would not contest 
the 7 per cent increase in view of this ac- 
tion. The commission estimated that the 
amount it allowed, which was the full 
amount asked for by the company, would 
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give Union Electric about $2,968,100 inabout 5.25 per cent. The average residen- 
additional net operating income and ap-tial customer, it was thought, would find 
proximate what the commission had de-about 74 cents more a month on his elec- 
termined would be a fair rate of return—tric bill as a result of the rate boost. 


Nebraska 


Six-state Gas Plan OK’d 


._ Federal Power Commission has 
authorized Northern Natural Gas 
Company to begin providing natural gas 
for 342 communities in six midwestern 
states. Northern will build $114.6 mil- 
lion worth of new facilities to supply its 
gas service to Minnesota, Wisconsin, 
South Dakota, Nebraska, Iowa, and IIli- 
nois. 

Higher rates than those contained in 
Northern Natural’s application were or- 


dered by the FPC. In one zone the FPC 
ordered a commodity rate of 25.97 cents 
per thousand cubic feet and a demand 
charge of $2.91 compared with the com- 
pany-proposed rate of 23.4 cents and $3.81. 
In the other zone, the FPC listed rates of 
26.47 cents and $3.23 compared with 
Northern’s rates of 23.9 cents and $4.12. 

With the approval of Northern Nat- 
ural’s expansion program, at least one big 
step has been taken by the FPC in conclud- 
ing one of its largest cases. 


New York 


Antismoke Plan Aired 


ee nmaonieas EpIsoON COMPANY OF 
New York has announced plans for 
reducing smoke of its recently acquired 
transit power plants. The company said 
it hopes to accomplish this objective by 
utilizing as much as possible the new elec- 
tric generating equipment obtained by the 
city of New York in recent years and in 
some instances shifting from coal-firing 
to oil. 


Consolidated Edison officials said they 
will confer with Dr. Leonard Greenburg, 
Commissioner of Air Pollution Control, in 
an effort to work out a definitive program. 

Since 1937 Consolidated Edison has 
spent $63 million on a formal co-ordinated 
program of air pollution control, a compa- 
ny spokesman reported. Its efforts to cut 
air pollution as it starts to operate the three 
new transit power stations will be a con- 
tinuation of that program. 


Texas 


Gas Rate Hike Argued 


Le ia Gas CorRPoRATION has asked 
for an average increase of $1.69 a 
month on gas bills for residential custom- 
ers, but some Houston councilmen feel this 
is too much. In fact, one councilman 
seemed to feel that the increase should be 
no more than that granted recently to 
Houston Natural Gas Company—75 cents 
a month more on the average residential 
bill. 
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The city’s public service director stated 
that both companies historically have had 
the same rates, but his investigations thus 
far indicate that United Gas has been mak- 
ing less per customer than Houston Nat- 
ural. But he said he had not determined 
whether the investment per customer is 
more for United. 

A rate expert for United Gas testified 
that the company earned only 2.04 per 
cent on its investment during the twelve 
months ending May 31st. 
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Trends and Topics 


Rate-making Power Reaches Salaries and Wages 


— commissions disclaim authority to govern a public utility’s ad- 
ministrative policies with respect to salaries and wages, they obviously 
exert an influence over such policies by way of the rate-making power. Regula- 
tory agencies have full power to determine what constitutes reasonable sal- 
aries and wages for rate-making purposes and may disallow excessive ex- 
penditures as an undue burden upon the ratepayers. Such expense, if disal- 
lowed, must either be discontinued or borne by the stockholders. 

While regulatory authorities state the jurisdictional rule quite uniformly, 
their decisions generally contain rather more than a bare allowance or dis- 
allowance of salary and wage expense. Reflecting the economics of the times, 
they sometimes express public policy considerations with respect to employ- 
ment and urge management in directions thought to be advantageous to the 
public. 


The Commission “Expects, Directs...” 


Indianapolis Railways, in a rate proceeding, claimed a substantial amount 
for overtime payments to its bus drivers, incurred as a result of its failure to 
employ a full complement of drivers. The expense was actually incurred and, 
in the absence of an abuse of managerial discretion, could not be ignored by 
the mere expedient of the commission substituting its judgment, as to the best 
way to operate the business, for that of the company. The Indiana commis- 
sion declared, however, that it “expects, directs, and strongly urges petitioner 
to take all possible steps to utilize the entire labor market in the Indianapolis 
area and to take all steps necessary to keep its overtime wage payments as low 
as possible, and to decrease the payment for overtime wages...” (100 PUR 


NS 207). 
Officers’ Salaries 


Very recently the North Carolina commission denied a rate increase to the 
Mebane Home Telephone Company where the utility failed to prove the rea- 
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sonableness of salaries and bonuses to its officer-shareholders amounting to 37 
per cent of revenues. The commission noted that the services of the officer- 
shareholders were plainly of value to the company and that so long as pay- 
ments to them do not jeopardize the continued operation of the utility the 
amount of the compensation is a matter for management. In such a situation 
the commission has neither authority nor inclination to order the payments 
discontinued, it was pointed out. However, for rate making, the question of 
reasonableness must be determined. 

Ordinarily, the commission continued, when a utility pays a salary to an 
outsider for services performed under an agreement made at arm’s length, 
there is a presumption that the payment is reasonable. But where the owners 
of a utility corporation, acting for it, pay money to themselves in the capacity 
of officials, the burden of proof is upon such owner-officials to show that serv- 
ices rendered are reasonably worth the compensation paid. Otherwise any 
utility might pay to its officer-shareholders all its earnings as salaries and 
never show any return on investment. (Reviewed in Pusiic UTivities Fort- 
NIGHTLY, July 30, 1959, page 253.) 

The Mississippi supreme court upheld a reversal of a commission order re- 
ducing the salaries of the president and the treasurer of a telephone company. 
The commission had found that, especially since the company had been op- 
erating at a loss for several years, the salaries of the two officers were exces- 
sive and should be reduced for rate-making purposes. 

Although recognizing that operating losses are relevant, the high court held 
that the evidence did not warrant a finding that the salaries were excessive. 
On the contrary, the president, who was the principal owner, devoted full time 
to the management of the company. It was noted that the corporation, having 
assets of about $450,000, must be managed by someone who knows the job. 
The duties and services of the treasurer, who was the president’s wife, were 
found to be considerable, even though she performed some of her official 
duties from a desk in her home. There was no evidence of fraud, inefficiency, 
or mismanagement. 

The court commented, however, that where officers’ salaries are fixed by 
themselves as stockholders and members of the board of directors, the com- 
mission should carefully scrutinize the compensation paid (28 PUR3d 473). 

The Louisiana commission disapproved relatively high telephone company 
salaries. While observing that it was in no position to evaluate the earning 
capacity of utility executives, or other employees, the commission declared 
that it was in a position to rule that a small, independent telephone company 
could not prudently pay out in executive and office salaries more than $17 per 
subscriber per year, or over 25 per cent of gross operating revenues. The com- 
mission also disapproved the company’s practice of paying income taxes for 
its employees and charging the amount as additional salaries (25 PUR3d 82). 


Bargaining Rights Observed 


In commenting on the limits of its authority with respect to wages, the 
Kansas commission declared that the regulatory process, as a practical matter, 
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must accept the results of bargaining between a utility and the union repre- 
senting its employees, and that wages paid pursuant to such bargaining are 
necessary operating expenses (3 PUR3d 213). 

The New York commission similarly indicated that it will not interfere 
with the collective bargaining rights of employees and that any payment or 
benefit given labor, in the absence of proof of Had faith, is presumptively a 
proper expenditure for rate-making purposes (5 PUR3d 33; order reversed 
on other grounds). In another case, the New York commission pointed out 
that it had no jurisdiction over wages paid by a utility, but in considering op- 
erating costs for rate making all wage claims currently in existence must be 
considered (79 PUR NS 125). 

In a telephone rate proceeding, the New Hampshire commission indicated 
that it is not concerned with the wage rates of utility employees unless, 
through the monopolistic character of the industry, they become out of bal- 
ance. No claim was advanced that the company had been overgenerous with 
its employees. It had simply been caught up in the pattern of wage increases 
sweeping the country. It is not proper for the commission to judge whether 
such increases are justified, if they were, in fact, arrived at by fair bargain- 
ing, the commission stated (71 PUR NS 243; case remanded on other 


grounds). 


Wage Levels in the Depression Years 


Regulatory concern about the level of salaries and wages has not been lim- 
ited to inflationary times. In the early 1930's, the South Carolina commission 
took note of the declining level of wages across the nation and made it clear 
that utility wages were not privileged to remain at 1929 levels at the expense 
of the ratepayers. The commission has a duty as a matter of public policy, it 
was pointed out, to allow as operating expenses only such salaries and wages 
as appear to be fair and reasonable, considering the general economic condi- 
tions. Noting the increased purchasing power of the dollar in 1933 over its 
value a few years before, the commission held that the failure of a telephone 
company to reduce salaries and wages was “unjustifiable and does not com- 
port with public policy.” It reduced the company’s expense allowance for sal- 
aries and wages and ordered a reduction in rates (PUR1933B 181). 

Although the commission cannot usurp the managerial functions of a utili- 
ty’s board of directors in regulating the payroll, said the Montana commis- 
sion, it is within the commission’s province to scrutinize abnormal increases 
in officials’ salaries, especially where there is no showing of additional serv- 
ices rendered. This is particularly true where officers of a dominant parent 
corporation are being attached to a subsidiary utility’s payroll. The commis- 
sion does not assume to pass upon the question as between the company and 
its stockholders, it was indicated, but the matter is considered as between the 
utility and its consumers—the public (PUR1933D 337). 

But the Massachusetts commission pointed out that it was a question for 
management whether salaries could be reduced without an impairment of effi- 
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ciency. A petition had urged that substantial savings could be effected by re- 
ducing salaries of an electric company (5 PUR NS 369). 


Attitudes in the Mid-1930’s 


As the depression turned upward in the mid-1930’s, less was heard of salary 
reductions and more of increases. Considerable judgment must be left to the 
board of directors, the Michigan commission declared, for they are the best 
judges of the value of the executive officers of the company, both to the utility 
and to the public. The commission indicated that if expense items are “patent- 
ly unreasonable or fraudulent” it would be proper to disallow them (16 PUR 
NS 9). 

The Washington commission, though recognizing a lack of authority to 
deal directly with wages, noted that it must consider them because of their 
importance as an operating expense. Viewing a proposed wage increase in the 
light of public policy, the commission stated that it favored the wage adjust- 
ments since they would materially benefit not only the employees, but the cus- 
tomers and stockholders, and the public generally. And because of rising liv- 
ing costs, the commission expressed the opinion that the employees were en- 
titled to a wage increase (11 PUR NS75). 





Review of Current Cases 


Commission Rules on Accelerated Depreciation, Employee 
Discounts, and Advertising Expense 


depreciation for income tax purposes. It 
referred to an earlier decision in the 
Michigan Consolidated Gas Company 
case (22 PUR3d 369), in which it said 


HE Michigan commission granted a 
rate increase of over $6 million to 
Consumers Power Company. The new 
rates were calculated to yield a return of 


6 per cent on a depreciated original cost 
rate base, plus an allowance for working 
capital. This was deemed sufficient to 
maintain the company’s financial and cred- 
it standing at a level which would pro- 
vide a reasonable return to existing in- 
vestors and also permit the company to 
obtain additional capital on satisfactory 
terms. 

In fixing the return allowance, the com- 
mission gave due consideration to the fact 
that a portion of the company’s financial 
requirements had been, and were being, 
met through the use of funds retained by 
virtue of taking advantage of accelerated 
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that so long as there was a balance in the 
reserve for deferred general income taxes, 
the benefit of that amount of interest-free 
capital should be passed on to the rate- 
payer. It followed this principle in the 
present case. 


Taxes and Accelerated Depreciation 


The company and the commission staff 
agreed on the tax effect of accelerated de- 
preciation while a ratepayers’ association 
took a stand in substantial opposition. 
Briefly, the company and the staff position 
was that the difference between income 
taxes calculated by the use of straight-line 
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depreciation and income taxes calculated 
by the use of an accelerated method of de- 
preciation was a legitimate part of the 
cost of service. They successfully argued 
that this difference represented merely a 
deferral of taxes, rather than a permanent 
saving. 

The commission agreed, saying that the 
normalization of income tax does not 
mean a windfall to the company because 
no more than the full cost of a property 
can be claimed as depreciation over the 
life of that property. Again, the commis- 
sion referred to the Michigan Consoli- 
dated Gas Company case, mentioned 
above, in which it had concluded that (1) 
the total amount of depreciation that 
could be claimed for tax purposes was the 
same under both accelerated and straight- 
line methods, (2) a definite liability for 
additional future income tax results from 
the use of accelerated depreciation, (3) 
the use of such depreciation does not re- 
sult in an overall tax saving, (4) the de- 
ferral of taxes does not in any sense force 
a ratepayer to contribute capital to a utili- 
ty, (5) the treatment prescribed by the 
commission correctly recognized the in- 
tent of Congress in providing for accel- 
erated depreciation. 


Employee Discounts and Other Expenses 


The company allowed a 25 per cent dis- 
count on merchandise purchased from it 
by its employees. The company claimed 
that this discount constituted a fringe 
benefit to employees, and that the cost of 
the discount as it affected electric depart- 
ment employees should be included in the 
cost of service for electric rate-making 
purposes. The commission disagreed and 
excluded such costs from the company’s 
allowable operating expenses. 

The commission also disallowed, as an 
operating charge, contributions to indus- 
trial development groups, to colleges for 
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scholarships, and to various groups for 
courtesy advertisements in their publica- 
tions. The commission held that such con- 
tributions made at the discretion of man- 
agement imposed an undue and involun- 
tary burden on the ratepayers. 

The company paid slightly over $50,- 
000 as its share of an electric utility in- 
dustry advertising program devoted in 
considerable measure to commentaries on 
the private versus public power issue. 
These advertisements appeared mainly in 
nationally circulated magazines. The com- 
pany argued that all of the cost associated 
with this program was legitimately charge- 
able to electric operations. The commis- 
sion disagreed on the ground that this ex- 
penditure did not benefit the company’s 
customers. 


Dissenting Opinion 


In a dissenting opinion, Commissioner 
James H. Lee discussed various points of 
disagreement with the majority opinion. 
In the first place, the commission had al- 
lowed as an operating expense a wage in- 
crease which had been placed in effect sub- 
sequent to the test period used in this rate 
case. 

The majority offered the primary 
reason in support of this allowance, that 
the increase was, as of the present date, 
in effect and that because it was an ac- 
complished fact, it should be considered 
to be part of cost of service. 

Commissioner Lee, however, believed 
that such a conclusion obscured the true 
purpose of the use of a test period in rate 
cases. He agreed that changes known at 
the time of rate hearings may properly be 
included, but went on to say that some 
point of cutoff must be employed. Other- 
wise, he said, a rate case could never be 
concluded because a definite test period 
could never be decided upon. 

Commissioner Lee also disagreed with 
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the majority in its allowance of the re- 
serve for deferred federal income taxes 
in the cost of service. He claimed that 
only actual taxes should be included in 
the cost of service, citing as support for 
his views orders of other commissions and 
courts, such as the New York, Maine, 
North Dakota, and West Virginia com- 
missions and Maine, Pennsylvania, and 
Illinois courts. 


e 


The company supplies both electric and 
gas service. Commissioner Lee argued 
that in such a rate case as this one, the 
rates of all departments should be re- 
viewed. He pointed out that the company’s 
securities were not segregated as between 
gas and electric operations but were sold 
and traded on the basis of the entire prop- 
erty and earnings. Re Consumers Power 
Co. D-2916-59.2, May 22, 1959. 


End-of-period Rate Base and “Cushion” for Capital 
Cost Rejected in Electric Rate Case 


seeders MAINE POWER CoMPANY ob- 
tained from the Maine commission 
only $898,000 of a requested increase in 
gross annual revenues of $2,794,000. The 
company urged that its earnings were in- 
sufficient to meet its financial needs, in- 
cluding increased expenses and new mon- 
ey requirements for plant replacement and 
expansion and for refunding of short- 
term debt. 


Year-end Rate Base Rejected 


A proposal to use a year-end rate base 
in order to offset the detrimental effects 
on earnings resulting from regulatory lag 
and attrition was denied. The commission 
considered this request in determining a 
fair rate of return. An average rate base 
is the only one which relates income cor- 
rectly with the net investment over the 
period, said the commission. A year-end 
rate base would distort this relationship. 


Doubtful Property Claims Unsupported 


In fixing a reasonable value for utility 
property, the commission is required, un- 
der Maine law, to consider the cost of 
the property when first devoted to public 
use, prudent acquisition cost to the utility, 
less depreciation on each, and any other 
material evidence except current value. 
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Although several substantial properties 
were questioned as proper rate base items, 
the company failed to sustain its burden 
of producing substantial evidence upon 
which the commission could properly fix 
a reasonable value. The properties came 
into the Central Maine Power system 
back through the years and involved, in 
one case or another, affiliates, interlocking 
directorates, acquisition costs above origi- 
nal cost, and write-ups. 

The company has the burden of prov- 
ing prudence in acquiring property. Pru- 
dence means that a benefit in rates and 
service must accrue to the consumers at 
the time of purchase. The excess over 
original cost represents in most instances 
capitalized earnings, it was noted, and 
justification for the inclusion of such an 
increment of value in the rate base must 
be shown. The properties were disallowed. 

The commission excluded certain ri- 
parian rights, as to which no engineering 
evidence was offered to show their neces- 
sity operationwise. Construction in prog- 
ress, for which interest was _ being 
charged, was disallowed. Also ruled out 
was an appreciable excess of book value 
over priced inventories. “This amount,” 
the commission commented, “could not be 
assigned to property on the face of the 
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earth but is still on the books of the com- 
pany.” 
Working Capital Deductions 


The commission used forty-five days’ 
expenditures as the basis for a working 
capital allowance. The average of the 
material and supplies inventories was re- 
duced by a large amount of this account 
which was devoted to construction pur- 
poses. A twelve months’ average of fed- 
eral income tax accruals was also de- 
ducted from the working capital require- 
ment. This deduction was considerably 
greater than the minimum balance urged 
by the company. 


Test-year Adjustments 


A test year is justified as a basis for 
forecasting future rate of return on the 
assumption that the growth of revenues 
and of income will tend to take care of 
the growth in the rate base, and that the 
factors which interfere with this correc- 
tive tendency can be allowed for by 
measurement or judgment. Rates must be 
based on a normal and typical relation- 
ship of investment, revenues, and ex- 
penses. 

Adjustments may be made in the 
test-year figures to reflect typical condi- 
tions, but evidence relating to remote 
changes which would distort the test-year 
figures should be rejected. 

The commission ruled that substantial 
additional maintenance costs relating to 
a project which covered a powerhouse 
foundation which had moved or slipped 
was an unusual and nonrecurring expense 
not to be used as a premise for fixing 
rates. A wage increase was allowed, how- 


ever, even though the factors which gave 
rise to it, as well as the increase itself, 
occurred after the 1958 test year. The ac- 
tual general and administrative expenses 
for 1958 were not considered a normal 
expense for rate making. The item was 
adjusted to account for that part of this 
expense which was found to have been 
applied to construction. 


Allowance for Growth in Sales 


Kilowatt-hour sales by the company 
were subnormal in 1958 because of a na- 
tion-wide recession. It was necessary to 
allow for this situation in order to obtain 
typical data for the test year. 

An assumption by the company’s wit- 
ness that the growth in power sales is 
zero per year was declared to be “demon- 
strably erroneous.” Drawing authorita- 
tive support from Pennsylvania and Cali- 
fornia cases (25 PUR3d 273, 28 PUR3d 
10), the commission made an appreciable 
allowance for this growth factor in de- 
termining net operating income. 


“Cushion” for Capital Costs Denied 


Because capital may become higher, the 
company suggested that a cushion be al- 
lowed above the currently indicated fair 
rate of return. The commission could find 
no justification for such an allowance. All 
cost rates proposed, particularly the cost 
rate of equity, contained adequate cush- 
ions, it was noted, and a capital structure 
stronger than the actual one was used. 
The commission arrived at a fair rate of 
return of 5.75 per cent, recognizing an 
equity cost of about 9 per cent. Re Cen- 
tral Maine Power Co. F.C. No. 1572, 
June 30, 1959. 


Normalized Tax Theory Adopted by Illinois Commission 


, I ‘HE Illinois commission, in approving 
an electric company’s application for 


increased rates, and holding that a 5.48 per 
cent return on a fair value rate base was 
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reasonable, devoted considerable space to 
discussing the expense treatment of fed- 
eral income taxes when utilities avail 
themselves of a rapid recovery option un- 
der §§ 167 or 168 of the Internal Rev- 
enue Code of 1954. The commission con- 
cluded that, in fixing rates, normalized 
income taxes should be allowed in order 
to give the utility the major benefit of any 
temporary deferment of the payment. 


In the first place, pointed out the com- 
mission, Congress gave this privilege to 
all taxpayers, and the commission did not 
believe that it had the right to deprive one 
class of taxpayer—namely, the utilities, 
—of such right. In the second place, the 
commission believed that the use by a tax- 
payer of accelerated depreciation does not 
actually result in tax savings but only tax 
deferment, and when a regulatory com- 
mission allows only straight-line deprecia- 
tion, it must allow the greater normalized 
income taxes. 


Proper Allocation of Expenses 


Expenses must be properly allocated 
not only between departments and areas 
but also to a particular period of time, 
pointed out the commission, in order that 
the user of a specific service in a particu- 
lar area and during a particular period 
of time shall bear all the costs of render- 
ing such service. The law is firmly settled 
that a ratepayer cannot be required to pay 
rates to cover either past or future ex- 
penses, but only those expenses necessary 
to provide service in the current period. 

The only difference between the ordi- 
nary depreciation program and the faster 
recovery of the cost of the unit, continued 
the commission, is the timing of the de- 
preciation charges and its effect on the 
income tax. 

If the commission should pass on to 
the present ratepayer the abnormal re- 
duction in the tax resulting from an ac- 
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celerated depreciation option, it should, in 
all fairness to the utility, later allow as 
expense the abnormal increase in taxes 
Over many years, which would mean 
charging other customers for the benefits 
given present customers. The commission 
did not believe that the abnormal reduc- 
tion should be passed on to the present 
ratepayer. 


Tax Deferment 


The commission went on to say that 
other regulatory bodies as well as utilities 
seem to find difficulty in seeing only tax 
deferment in the application of § 167 be- 
cause of the apparent continued increase 
in the reserve for deferred taxes, leading 
some to conclude that such deferred taxes 
might never have to be paid. There is no 
more basis for such argument, in the com- 
mission’s opinion, than to say that the 
continually increasing balance in accounts 
payable, injuries and damages reserve, or 
pension reserves in a growing company 
would never have to be paid. In all such 
cases estimates have to be employed, but, 
if carefully made, they are not to be re- 
jected as fictitious. 

Some are inclined to shrug off the cer- 
tainty of a day of reckoning as a vaguely 
distant possibility, the commission said. 
However, since the utility has the right 
to revert to straight-line depreciation at 
any time, or Congress may repeal the law, 
such increased actual taxes may be a 
reality on short notice. 


Benefit to Ratepayers 


Although the commission held that the 
major benefits of the deferment of in- 
come taxes belong to the taxpayer, it also 
pointed out that the ratepayers are not 
without benefit. Such benefit to the rate- 
payers should result from some lower 
cost of money (an important factor con- 
sidered by the commission in determining 
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a fair rate of return) to the utility on 
the smaller aggregate amount of capital 
funds required because of the accumulat- 


ing reserve for deferred income taxes. 
Re Union Electric Co. No. 45465, July 
22, 1959. 


Gas Company Cannot Issue Stock as Remuneration 
To Key Personnel 


A“ York court ruled that a pro- 
posed issuance of stock by Brooklyn 
Union Gas Company as a means of re- 
munerating key personnel under a re- 
stricted stock option plan was prohibited 
by the state Public Service Law. The court 
confirmed the commission’s refusal of au- 
thority to issue the stock even though, 
judging from the language of the admin- 
istrative opinion, the commission went 
beyond its administrative function and 
entered the field of management, appar- 
ently basing its decision on its view of the 
advantages and disadvantages of the op- 
tion plan rather than on the lack of statu- 
tory authority for it. 

The Public Service Law authorizes a 
utility to issue stock for specified capital 
purposes, including the reimbursement of 
the company’s treasury for capital ex- 
penditures. The law further provides that 
the commission shall have no power to 
authorize the issuance of stocks for other 
purposes and that, moreover, the com- 
mission in authorizing any issue must 
state that the purposes of the issue are 
not in whole or in part chargeable to op- 
erating expenses or to income. 

Under the state stock corporation law, 
on the other hand, stock corporations are 
authorized to issue stock options for such 
consideration as the board of directors 
may fix. Brooklyn Union Gas urged, in 
effect, that the stock corporation law 


should be read into the Public Service 
Law, so as to authorize a utility, which 
is a stock corporation, to issue stock un- 
der the proposed stock option plan. 

While a utility may be a stock corpora- 
tion, the court pointed out, it is monop- 
olistic in nature and in a more restricted 
category than an ordinary stock corpora- 
tion. 

The court agreed, however, that the 
two statutes should be read together, but 
only when it is possible to do so without 
violence to the more restricted provisions 
of the Public Service Law. 

Under any normal system of account- 
ing, compensation paid to officers or em- 
ployees is chargeable to operating ex- 
penses and income, and is not a capitaliz- 
able expense. The court could not see 
how the commission could be compelled 
to make an order stating that the pro- 
posed issue was not in any part charge- 
able to operating expenses or income. Nor 
could the commission have reasonably 
found that the proposed issue was neces- 
sary for a proper capital purpose. 

The court observed that the proposed 
stock option plan may well be an excellent 
management proposition. But absent 
statutory authority for such a plan, re- 
course must be to the legislature. Brook- 
lyn Union Gas Co. v. New York Pub. 
Service Commission, 187 NYS2d 207, 
affirming (1958) 24 PUR3d 445. 


a 3 
Acquisition of Independents by Bell Company Approved 


the Wisconsin Telephone Company, a 
Bell subsidiary, for permission to acquire 
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& ies Federal Communications Com- 
mission approved an application of 
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the telephone plant and properties of two 
independent companies. The commission 
found that integration between Wisconsin 
and the two independents would be more 
compact geographically and would con- 
tribute to a greater uniformity in service 
and rates than would integration of the 
two independents with any other inde- 
pendent. 

There had been no offer or tangible 
proposal of any kind from any independ- 
ent before the commission for considera- 
tion. The so-called “acquisition policies” 
of Bell had not been shown to have been 
employed in the transaction. Need for 
first-class service of the subscribers to be 
served was urgent and required immedi- 
ate satisfaction. The present owners and 
proprietors were unable to improve the 
service, and the commission found that 
Wisconsin could provide such service 
promptly. There had been no “bidding” or 
“auctioning” of or for the vendors’ prop- 
erties. 


Purchase by Independent 


The commission discussed at length 
some interesting questions raised by the 
United States Independent Telephone As- 
sociation. For one, the USITA had urged 
the commission to adopt the policy that no 
Bell company should be permitted to ac- 
quire an independent telephone property, 
even though the interests of a particular 


locality would be served thereby, when- 
ever an independent purchaser is ready, 
willing, and able to buy the property. Such 
a policy would thwart the congressional 
intent in passing § 221(a) of the Com- 
munications Act, said the commission. 
This section empowers the commission to 
approve an acquisition if it is found that 
it would be of advantage to the person to 
whom service is to be rendered and in the 
public interest. 

An acquisition, pointed out the commis- 
sion, is to be determined on a case-by-case 
basis. 

Such proceedings are in no sense 
comparative. It is not the function of the 
FCC to decide whether a possible purchase 
by someone else might be in the public in- 
terest. It only decides whether the pro- 
posal contained in the application in ques- 
tion meets such standard. The commission 
refused to postpone to an undetermined 
time the expansion of a telephone com- 
pany operating a large metropolitan ex- 
change to surrounding and contiguous ter- 
ritory, when an independent company op- 
erating in surrounding and contiguous 
territory is either unable or unwilling to 
provide adequate service, solely on the 
ground that some other independent 
should be substituted for the dilatory in- 
cumbent company. Re Wisconsin Teleph. 
Co. Docket No. 12308, File No. P-C- 
4096, July 6, 1959. 


Gas Rate Increase Subject to Refund Is Not Reviewable 


pies federal appeals court for the fifth 
circuit ruled that it had no jurisdic- 
tion to review an order of the Federal 
Power Commission placing in effect, sub- 
ject to refund, a rate increase filed by a 
natural gas pipeline company. At the hear- 
ing before the commission, the petitioner, 
a retail customer of the pipeline, did not 
question the commission’s authority to al- 
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low the increase but merely protested the 
increase on the ground of reasonableness. 

In seeking judicial review, however, it 
contended that the commission was with- 
out authority to allow the increase, which 
allegedly violated a contract subsisting be- 
tween the customer and the pipeline. The 
court held that the commission should 
have an opportunity to pass upon the mat- 
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ter of its authority before a court grants 
review. Since the customer did not actually 
intervene in the administrative proceedings 
but merely responded to an invitation by 
the commission to submit comments on the 
proposed rate increase, the Federal Power 
Commission and the pipeline urged that 
the customer was not a party aggrieved 


within the meaning of § 19(b) of the 
Natural Gas Act and, therefore, not en- 
titled to seek review. But the court de- 
clined to say that the customer was not a 
party aggrieved, in view of the commis- 
sion’s invitation for comments. City of 
Corinth, Miss. v. Federal Power Com- 
mission, No. 16956, June 29, 1959. 


Advance Approval of Gas Purchase Contract Denied 


Ben California commission dismissed 
an application by Pacific Lighting 
Gas Supply Company which, in effect, re- 
quested a declaratory decision approving 
the form of a new long-term gas purchase 
contract, together with proposed prices, 
before the company incurs any major ob- 
ligations under it. 

In support of its application, the com- 
pany called attention to an earlier decision 
of the commission in which the applicant 
was required to take all necessary steps 
to resist unwarranted increases in field 
prices of gas purchased either inside or 
outside the state of California. The staff 
was of the opinion that the company was 
trying to shift to the commission its duty 
to negotiate contracts. 

It is a general rule of regulatory law, 
the commission noted, that contracts such 
as the instant gas purchase contract, are 
not subject to approval or disapproval by 
a regulatory body unless there is specific 


statutory authority to that effect. An ex- 
ception arises when a contract will pre- 
vent the utility from performing its pub- 
lic duty, in which case the commission has 
authority to regulate the contract. But the 
commission held that this contract was 
not of that character. 

It was pointed out, however, that the 
company was to be commended for seek- 
ing approval of the new contract. Never- 
theless, the commission must remain with- 
in the bounds of regulatory law even 
though a requested action which tran- 
scends such bounds might appear to be 
in the public interest. 

An advance ruling on the gas pur- 
chase contract, though not binding for 
rate-making purposes, might be mislead- 
ing and productive of misunderstanding 
when a rate proceeding later arises, the 
commission stated. Re Pacific Lighting 
Gas Supply Co. Decision No. 58677, Ap- 
plication No. 41004, June 29, 1959. 


Water Certificate Denied 


HE Colorado commission denied an 

application for a certificate authoriz- 
ing distribution and sale of water for 
domestic use in a certain area, on the 
grounds that the speculative nature of the 
development of the land involved cast a 
cloud upon the financial integrity and 
stability of the applicant, as well as on the 


proposition that public convenience and 
necessity, as a matter of fact, truly did 
exist. 

It was a paradoxical situation, said the 
commission, because a water company 
was to be developed, and its source of fi- 
nancial succor was the land which it 
would serve for home sites. The value of 
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the land, in turn, as home sites, was de- 
pendent upon the development of the wa- 
ter company. It was patently obvious to 
the commission that the liquidity of the 
assets was based upon hopeful contingen- 


cies, which might or might not develop. 
The commission refused to indulge in the 
vagaries of speculation. Re Great North- 
ern Utilities Co. Application No. 16935, 
Decision No. 52548, June 22, 1959. 


“Facility Charge” for Fire Protection Rates Denied 


HE California commission, in approv- 

ing, as modified, a rate increase for 
the water system of the Pacific Gas and 
Electric Company, which would produce 
a return of 6.15 per cent, denied the com- 
pany’s request to revise private fire pro- 
tection rates, concluding that the deficien- 
cies in the proposal outweighed the pos- 
sible inequities that might exist under the 
present form of schedule. 

Present private fire protection rates 
were based upon a flat monthly charge de- 
pending upon the size of pipe, plus a com- 
modity charge for the amount of water 
used. The flat monthly charge included 
components for capital and expense items. 

The new proposal, already in effect for 
electric service, represented an innovation 
in water rate schedules. The company 
sought to replace the flat monthly charge 
with a lower service charge plus a “‘facil- 
ity charge” of one and one-half per cent 
per month of the estimated cost of com- 
pany-owned facilities installed plus the 
commodity charge for amount of water 
used. If a customer elected to advance the 
total estimated installed cost, the facility 
charge would be three-fourths per cent. 


Depreciation Objective Defeated 


The commission did not believe that the 
cost of providing service can be properly 
related to the cost of the physical installa- 
tion as advocated by the company, par- 
ticularly for customer-owned facilities. 
For example, the company proposed to in- 
clude in the facility charge an item of de- 
preciation on the theory that the company 
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would in time have to replace the facilities 
at its own expense. 

The commission pointed out that such 
a proposal was contrary to the basic objec- 
tive of depreciation, which is the recovery 
of original cost of fixed capital, less esti- 
mated net salvage, over the useful life of 
the property. Depreciation does not relate 
to replacement of capital items. Since the 
company would not have furnished the 
capital for installation, it would obviously 
be inequitable for it then to claim, as an 
expense, depreciation on plant supplied by 
others. Moreover, the company’s proposed 
schedule would base the facility charge on 
a percentage of the total estimated instal- 
lation cost, which could well lead to con- 
troversy as to what would be included in 
the total cost and what would be the basis 
for the estimates of such cost. 


Other Disadvantages 


The proposed schedule would result in 
an overall increase of 200 per cent in reve- 
nue from private fire protection service. 
The charges for many customers would 
undoubtedly result in increases consider- 
ably greater than this. Moreover, applica- 
tion of such a schedule could well result 
in rates very different for different cus- 
tomers with similar facilities, depending 
upon the age of such installation and its 
cost at the time of installation. When an 
old installation requires replacement, the 
same facilities installed at probably much 
higher cost would result in appreciably 
higher rates to the customer without any 
corresponding increase in availability of 
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water. Finally, the proposed rate would 
impose a difficult administration problem 
on the commission. 

The commission could see no reason 
for a change in the historical concept of 
charging for such service on the basis of 
the size of connection, even though it rec- 
ognized that the present method might 


have imperfections. The simplest solu- 
tion, the commission said, is to restrict 
future installations to those wherein the 
customer pays for such installations, in 
accordance with the usual practice of wa- 
ter utilities in the state. Re Pacific Gas & 
E. Co. Decision No. 58648, Application 
No. 40479, June 23, 1959. 


Discontinuance of Private Mobile Communication Service 
Denied by State Commission 


Le California commission denied the 
Pacific Telephone and Telegraph 
Company’s application for permission to 
discontinue furnishing private mobile 
communication service on a lease-mainte- 
nance basis. The commission found that 
there is an increasing need for such serv- 
ice, and that the applicant had not shown 
that the service was being rendered at a 
loss. In the commission’s opinion, the ap- 
plicant was physically able to perform its 
dedicated service, and legally able to per- 
form under the terms of the AT&T con- 
sent decree and under the rulings of the 
Federal Communications Commission. A 
premature abandonment might result in 
economic loss and burden on other types 
of service and customers. 

The telephone company took the posi- 
tion that its customers for private mobile 
communication service assumed the full 
responsibility for obtaining the necessary 
authorization from the Federal Communi- 
cations Commission for the operation of 


the system. However, the FCC had not 
licensed any new customers seeking to ob- 
tain facilities. The company thought it 
would not be fair to present customers to 
hold out hope of a continuing service in 
the future, because of the consent decree. 

The commission held that the company 
had not shown conclusively that the FCC 
would not grant or renew licenses to Cali- 
fornia customers applying for service. Al- 
so, the consent decree did not include, 
within its terms, common carrier com- 
munication service, and no court had yet 
found that service under the schedule filed 
with the California commission was not a 
common carrier communication service. 
If, in the future, the FCC should refuse 
to grant an application to either an exist- 
ing or prospective customer, the commis- 
sion said, the time would then be right for 
filing an application for discontinuance. 
Re Pacific Teleph. & Teleg. Co. Decision 
No. 58699, Application No. 40934, June 
29, 1959. 


Efficiency Level and Wage Increases Figure in 
Extraordinary Reconsideration Proceeding 


f pemae- ELectric CoMPANY, in an ex- 
traordinary reconsideration proceed- 
ing, was authorized by the Florida com- 
mission to increase rates again sufficiently 
to produce $1,585,000 in additional gross 


revenues. The revenue adjustment was al- 
lowed as requested by the company, and 
new rates are expected to afford a rate of 
return of 6.50 per cent on a year-end rate 
base. Under the original order, the com- 
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mission fixed 6.74 per cent as a reasonable 
return for Tampa Electric (26 PUR3d 
158). However, it determined the revenue 
requirement to attain this rate of return 
on the assumption that the company’s new 
Gannon plant—then in operation only a 
few months—would substantially improve 
the system’s operating efficiency. In the 
first reconsideration proceeding, the com- 
mission found no reason to change this as- 
sumption and rejected the company’s con- 
tention that it could not earn the allowed 
rate of return under the authorized rates. 

In the extraordinary reconsideration 
proceeding, the company showed that the 
improved operational efficiency antici- 
pated from the Gannon plant had not ma- 
terialized, and that it was actually earning 
only 5.81 per cent. It did not ask for rates 
sufficient to produce the full 6.74 per cent, 


but asked the commission to restore the 
reduction in the revenue requirement for 
operational efficiency and also allow wage 
increases which had been recently granted. 
These two claims, totaling $1,585,000, 
were allowed. The company expects to 
overcome the continuing deficiency in rate 
of return through further savings in fuel 
costs. (See, also, page 381 on tariffs. ) 

The commission noted that it had pre- 
viously allowed working capital which 
took into consideration an income tax pay- 
ment lag of only 174 per cent. Further 
study indicated that 174 per cent grossly 
understated the lag. It was found to be 
50 per cent of the annual accrual for in- 
come taxes and 100 per cent of the an- 
nual deferral of income taxes. Re Tampa 
Electric Co. Docket No. 5274-EU, Order 
No. 2695-A, July 7, 1959. 


Customer Must Abide by Extension Agreement 


iors Massachusetts commission dis- 
missed a petition by a land develop- 
ment corporation to require a water utility 
to supply water from an existing main to 
eight new houses to be constructed by the 
corporation. Pressure was already inade- 
quate for some existing customers, and it 
would be imperative to increase capacity 
before adding more consumers. But the 
commission felt that the development cor- 
poration’s problem was of its own making. 

In a prior proceeding the corporation 
by stipulation had agreed to put up an es- 
timated $21,000 to enable the utility, after 
borrowing to its legal limit, to construct 
facilities and extend service to the devel- 
opment for both present and proposed 
homes. Service would then be adequate, 
and the utility would reimburse the cor- 


poration over a number of years. The 
agreement was made the subject of a 
commission order. 

In the instant proceeding, however, the 
corporation announced that it would not 
be willing to invest more than $5,000 or 
$10,000 and, notwithstanding the agree- 
ment and prior order, asked the commis- 
sion to direct the utility to connect eight 
new houses to an overburdened main. 

The commission observed that this mat- 
ter had already been resolved in the prior 
order, after stipulation between the par- 
ties. It would not now be proper to pass 
the development corporation’s problem on 
to the utility, which was at all times will- 
ing to abide by the earlier decision. Re 
Town Crest Homes, Inc. DPU 12887, 
July 6, 1959. 
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Other Recent Rulings 


FCC Expertise. The U. S. court of ap- 
peals refused to say that the Federal 
Communications Commission had erred in 
determining that the death of one of two 
partners possessing a television station 
construction permit had not altered the 
basis for the commission’s original deci- 
sion granting the permit, notwithstanding 
that the commission did not reopen the 
record to take new evidence on the effect 
of the partner’s death, and the commis- 
sion had, in granting the permit, given 
some weight to the fact that the partner 
who had died ‘would supervise the sta- 
tion’s day-to-day operations. Southland 
Television Co. v. Federal Communications 
Commission, 266 F2d 686. 


Joint Advertising Discounts. The U. S. 
court of appeals held that the FCC had 
not improperly failed to disapprove joint 
advertising discounts where discounts al- 
lowed for joint advertising on a station 
seeking renewal of a broadcasting license 
and its associate station were not per se 
unreasonable, the service areas of both 
stations overlapped, and the protestant 
had not asserted either that the stations 
made it mandatory for advertisers to ad- 
vertise on both stations or that its mone- 
tary loss resulting from the joint adver- 
tising would in any way impair its ability 
to broadcast in the public interest. Federal 
Broadcasting System, Inc. v. Federal 
Communications Commission, 266 F2d 
922. 


Reduced Long-haul Rate. The U. S. 
district court would not affirm an ICC 
order authorizing railroads to charge re- 
duced long-haul rates for transportation 
of sulphur where the commission had 
failed to make basic findings essential to 
support its conclusion that the authorized 


rates would be reasonably compensatory. 
Marine Transport Lines, Inc. et al. v. 
United States et al. 173 F Supp 326. 


Export Rate Applicable. The U. S. 
court of claims held that a railroad was 
not entitled to domestic rates on govern- 
ment shipments destined for export merely 
because the government had failed to fur- 
nish a certificate pursuant to an agreement 
making the export rate available and re- 
quiring the authorized government rep- 
resentative to furnish the carrier with a 
certificate of export where the carrier 
knew that the shipments were going into 
export and they actually went into export. 
Union P. R. Co. v. United States, 172 F 
Supp 668. 


Factors Affecting Discontinuance, The 
New Jersey superior court decided that 
the commission, in passing upon a rail- 
road’s application for permission to dis- 
continue certain passenger service, must 
consider the cost of providing the service, 
use made by the public of the service, and 
the availability and adequacy of alternate 
transportation facilities, and that the local 
factor of public need for services rendered 
is the predominating and controlling ele- 
ment. Susquehanna Transit Commuters 
Asso. v. New Jersey Pub. Utility Comrs. 
151 A2d 9. 


Service Boundary Recognized. The In- 
diana commission ruled that a telephone 
company rendering, or offering to render, 
reasonably adequate service in its certifi- 
cated territory should not be deprived of 
its certificate rights in favor of another 
company merely because some residents in 
the area desire service from such other 
company. Re Paragon Mut. Teleph. Co. 
No. 28138, June 12, 1959. 
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Wire Tapping. The New York court of 
appeals held that the fact that the Federal 
Communications Act applies equally to 
intrastate communications does not mean 
that a state is powerless to protect the 
privacy of its own citizens by forbidding 
the tapping of telephones within the state. 
People of State of New York v. Broady, 
158 NE2d 817. 


Motor Carrier-Union Contract Void. 
The Ohio court of appeals held that an 
agreement between a union and a motor 
carrier fixing the price to be charged for 
the use and supervision of trucks and 
trailers owned by individuals who leased 
the equipment to the carrier was void and 
unenforceable as against public policy re- 
flected in statutes prohibiting monopolies 
and restraints of trade. Oliver etc. v. All- 
States Freight, Inc. et al. 156 NE2d 190. 


Rival Telephone Applications. In deter- 
mining two rival applications by telephone 
companies for authority to serve uncertifi- 
cated adjacent territory, the Indiana com- 
mission was guided by the community of 
interest of the territory which could best 
be served by one company, by the nearness 
of such company’s toll center to its ex- 
change and to the territory, and by the 
substantially lower rate proposed by the 
same company. Re Southeastern Indiana 
Rural Teleph. Co-op., Inc. Nos. 27873, 
27874, June 5, 1959. 


Certificate for Electric Transmission 
Line. The Illinois commission granted an 
electric company a certificate to construct, 
operate, and maintain a transmission sys- 
tem where it had been shown that the 
route was practical and feasible, the most 
direct and economical, and reasonably 


planned to provide sufficient transmission 
capacity to meet anticipated load demands 
in the area, and the company, by the date 
of the hearing, had acquired 61.3 per cent 
of the total length of the right of way re- 
quired and 60 per cent of the total num- 
ber of parcels of land along the route. Re 
Commonwealth Edison Co. No. 45832, 
July 9, 1959. 


Municipal Plant Water Rate Base. The 
Wisconsin commission held that the net 
book value of municipal water plant, less 
contributions in aid of construction, plus 
materials and supplies, and an amount for 
working capital, constitutes a reasonable 
and proper rate base. Re City of Prescott, 
2-U-5189, June 30, 1959. 


Electric Company Return. The Wiscon- 
sin commission considered a return of 6.2 
per cent on an electric company’s book 
value rate base reasonable. Re North Cen- 
tral Power Co., Inc. 2-U-5132, July 3, 
1959. 


Two-step Rate Increase. The Wiscon- 
sin commission granted a telephone com- 
pany a two-step rate increase which would 
provide a return of 6.48 per cent on the 
net-investment-cost rate base initially and 
a return of 6.52 per cent after conversion 
to dial operation. Re Hillsboro Teleph. Co. 
2-U-5166, July 3, 1959. 


Statutory Violation as Bar. The Colo- 
rado commission commented that the fact 
that an applicant for a motor common 
carrier certificate has technically violated 
a statute is not always an absolute bar to 
the granting of a certificate. Re Watson, 
Inc. Application No. 17008, Decision No. 
52630, July 6, 1959. 





AUGUST 27, 1959 














Industrial Progress 


atural Gas Industry Planning 
Further Extension of Service 
HI natural gas industry now is lay- 
g plans for extending service to ap- 
roxiniately a million more families 
wh year over the next decade. 
The Gas Appliance Manufacturers 
ssociation, in its annual edition of 
Natural Gas Construction Data,” re- 
ts that the 31,792,000 utility cus- 
mers receiving gas service as of 
nuary 1, 1959 are expected to grow 
43,700,000 by 1970. 
During 1958 alone the Federal 
ower Commission authorized pipe- 
ie and compressor construction 
rojects proposed by pipeline and util- 
y companies totaling $622,306,000. 
hese will supply new or additional 
as service to homes in 139 cities and 
undreds of smaller communities 
roughout the U. S. At vear’s end the 
PC also had on file additional appli- 
tions awaiting disposition in the 
mount of $1,537,949,000. 
The FPC authorized major projects 
taling another $208,397 ,000 and also 
ceived new applications for major 
rojecis aggregating $291,175,000 
urine the first four months of 1959. 
he GAMA study describes each of 
1jor construction projects ap- 
by the FPC in the 16-month 
as well as those now pending 
ition. 
survey points out that as of 
y 1, 1959 approximately 60 per 
the pipelines and 62 per cent 
‘ompressors authorized in 1958 
n completed and placed in op- 
During the first four months 
year, major projects totaling an 
ial $6,159,000 were completed. 
‘1A reports that at the begin- 
1959 the industry’s pipeline 
( ‘extended 571,500 miles, equal 
alist the earth 22 times. Of this 
tal, 165,360 miles are used for trans- 
lssion (from gas fields to utilities), 
4,130 for distribution (from utili- 
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ties to domestic, commercial and in- 
dustrial customers ) and the remaining 
52,010 as field and gathering lines. 

If all the projects awaiting disposi- 
tion on January 1 are approved by the 
IPC, they will add 11,419 miles of 
pipeline and compressors aggregating 
962,894 horsepower to the existing 
facilities. By 1960, it is believed, the 
nationwide pipeline network will total 
601,300 miles and by 1970 it will 
reach 858,300 miles. 

This construction, GAMA manag- 
ing director Harold Massey explains, 
is part of a huge industry-wide expan- 
sion program which has been made 
necessary by the trend to multiple use 
of gas in the home—for cooking, wa- 
ter heating, house heating, air condi- 
tioning, clothes drying, refrigeration 
and incineration. 

In the past seven years the gas in- 
dustry’s pipeline and plant investment 
has doubled, growing to an estimated 
$21 billion as of the start of 1959, and 
new construction is expected to con- 
tinue at the rate of nearly $2 billion 
annually for the next five years. The 
combined production, storage, trans- 
—7 distribution and utilization of 

gas now is judged to be a fifth larg- 
est industry in the U. S., the report 
states. 

The survey lists the cities of 50,000 
or more population scheduled to re- 
ceive new or additional gas supplies 
as a result of the 1958 authorizations, 
the names and addresses of the pipe- 
line and utility companies constructing 
the projects and details on the mile- 
age, cost, pipe sizes, estimated steel 
pipe tonnage, compressor. horsepower, 
FPC docket number and purpose of 
each project. It also contains informa- 
tion on natural gas reserves, produc- 
tion and future construction forecasts. 

Copies of “Natural Gas Construc- 
tion Data” are available at $3.00: per 
copy from the Marketing and Statis- 
tical Department, Gas Appliance Man- 


ufaeturers Association, 60 East 42nd 
Street, New York 17, N. Y. 


Hiller Aircraft Issues 
Booklet on Line Patrol 


LINE patrol, construction and right- 
of-way maintenance by helicopter are 
among the topics covered by a booklet 
recently released by Hiller Aircraft 
Corporation. 

Photographs of Hiller 12 E heli- 
copters at work in the field, brief per- 
formance specifications and informa- 
tion on charter operator services are 
also presented. 

Copies of “New Workhorse for 
Utilities” may be obtained by writing 
Comercial Division, Hiller Aircraft 
Corp., 1350 Willow Rd., Palo Alto, 
California. 


Compact Network Transformers 
Added to I-T-E Product Line 


A COMPLETE line of network 
transformers—compact, submersible 
units for supplying heavily loaded 
urban areas—has been introduced by 
I-T-E Circuit Breaker Company, 
Philadelphia. 

The new line introduction follows 
a recent change in marketing policy 
that made I-T-E transformers avail- 
able for sale as independent units for 
the first time. I-T-E’s Transformer 
and Rectifier Division has sold trans- 
formers since 1948—but, until re- 
cently, solely for use with I-T-E rec- 
tifiers and unit substations. 

The network transformers are 
available in seven ratings from 300 
through 2500 kva for primary voltages 
of 4160/2400 through 23,000 volts. 

According to the announcement, 
I-T-E network transformers are es- 
pecially designed to meet the unusual 
operating conditions on power net- 
works or grids—interlaced distribu- 
tion arrangements that permit power 


(Continued on page 20) 
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| eration 


T am not in the sales end 
of our business, but I do 
know a type of customer de- 
mand we hate to see. 


This is where a_ pole 
owner has been letting na- 
ture take its course until a 
lineman’s hooks cut out of 
decayed sapwood and he 
ends up in the hospital. 





When this happens once or 
twice, people in the com- 
pany start thinking about 
“our service that keeps older 
poles safe. 


We much prefer to avoid 
unnecessary risk of life by 





getting to the poles with our 
proven in-place treatment 
before the accidents do. If 
you would like to know 
more about our inspecting 
and treating service, drop 
me a line. 


Bud Harper 


a —— 


Pole Sprayers 


978 ELLICOTT ST. 
BUFFALO 9, N. Y. 


ELMWOOD 5905 
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to be taken off at any spot in the 
network. 

In addition to the new line of net- 
work units, I-T-E now designs and 
manufactures complete lines of rec- 
tifier, primary and secondary unit 
substation and outdoor substation 
transformers. 


New Computer Typewriter 


ADDED convenience in computer op- 
has been made available 
through the introduction of a fully 
alphanumeric typewriter for the Ben- 
dix Computer Division’s medium- 
scale G-15 digital computer, accord- 


| ing to a recent announcement. Data 
| entering and leaving the computer via 
| the typewriter can now be identified 
| with alphabetic information and a 
| variety of special symbols. Headings 


for columnar typeout, as well as com- 
plete format control, can be pro- 
grammed. 

All information is typed into the 
computer in the normal typing man- 


ner. Upper and lower case letters, 


numbers and special symbols are en- 
tered and typed out directly, without 
the necessity for manual encoding of 
alphabetic data, conversion subrou- 
tines or programmed carriage shifts. 

For further information on the G- 


| 15 and its new alphanumeric type- 


writer, write to Bendix Computer Di- 
vision, 5630 Arbor Vitae Street, Los 
Angeles 45, California. 


$14,000,000 Unit Placed in 
Operation by Kentucky Utilities 
A NEW 100,000-kilowatt generating 
unit at Kentucky Utilities Company’s 
Green River power station near Cen- 


| tral City has been placed in commer- 
| cial operation. It will raise the plant’s 
| capacity to 255,000 kilowatts. 


The new unit—fourth installed at 
the plant—cost about $14,000,000 
with its auxiliary equipment. It is part 
of the company’s continuing construc- 
tion and expansion program, said 
W. A. Duncan, K. U. vice-president. 

Because of its size and location in 
the heart of the Western Kentucky 
coal fields, the unit is expected to have 
the lowest production cost of any unit 
in the company’s generating system. 


Con. Ed. of N. Y. Awards 
Contracts for Indian Point 
Nuclear Plant 
THE General Electric Atomic Power 
Equipment Department (APED) has 
been selected to design and manufac- 
ture the equipment for the nuclear 
instrumentation and safety systems 


for Consolidated Edison Compan 
Indian Point Nuclear Power Statig 
APED General Manager, Geo 
White, announced recently. 

Final negotiations for the equi 
ment are being conducted with 
Bailey Meter Company which is sy 
plying the major portion of the plg 
instrumentation and control eq 
ment. In addition to handling 
general engineering, Consolidat:-d 
ison is constructing the plant and 
operate the completed station. 

Babcock and Wilcox has the ¢g 
tract for nuclear design and re-ear 
and will furnish major items of a 
clear equipment, including the cof 
Vitro Engineering is a nuclear co 
sultant and furnishes design draftif 
services, 

The nuclear instrumentation syste 
will include “solid state” safety equi 
ment which employs transistors. 
equipment provides for automatic i 
sertion of the control rods—or react 
regulating devices—if the neutrd 
monitoring instruments indicate 
power level in the reactor exceeds pel 
missible limits. 

The system will use 10 channels 4 
neutron monitoring instruments, i 
cluding start-up channels, inte 
diate range channels, log-N peri 
channels, and power level flux mo 
toring channels. Each channel w 
furnish safety information to a neé 
work which can “scram,” or complet 
ly shut down the reactor. 

The instrumentation system alf 
will include flux flow monitorin 
equipment which will establish sa 
operating limits based on water flor 

APED also is providing the nucle 
control rod drive mechanisms—or 
actor regulating devices—for the If 
dian Point Nuclear Power Station. 

Completion of the station is sche 
uled for early 1961. 

The Indian Point Plant, located 2 
miles from New York City on t 
Hudson River, will have an ultima 
electrical capacity of 275 megawatt 
163 megawatts from its nuclear ff 
actor, and 112 megawatts from tv 
oil-fired superheaters. 


CLECO Reports $50,000,000 
Construction Program Well 
Underway 


MANY phases of a five-year $50, 
000,000 construction program fo 
Central Louisiana Electric Compan) 
Inc., (Pineville, La.) are nearing con 
pletion in the second half of 19% 
according to an announcement by } 
Hugh Coughlin, president and Pa 
(Continued on page 22) 
PUBLIC UTILITIES FORTNIGHTLY—AUGUST 2, | 





AREER POSE Re 


tation. 
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htroughout its service territory—in Ohio, 
msylvania, West Virginia, Kentucky, 
m™irginia, Maryland and southern New 
rk — natural gas continues to be the 


eferred fuel for home and industry. 
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THE COLUMB 
SYSTEM, INC. 


COLUMBIA GAS SYSTEM SERVICE CORPORATION 
COLUMBIA HYDROCARBON CORPORATION 
120 EAST 41st STREET, NEW YORK 17, M. vw 


CHARLESTON GROUP: UNITED FUEL GAS COMPANY, 1700 MacCORKLE 
AVENUE, S.E., CHARLESTON, WEST VIRGINIA. COLUMBUS GROUP: THE 
OHIO FUEL GAS COMPANY, 99 NORTH FRONT ST., COLUMBUS 15, OHIO. 
PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND HEAT COM- 
PANY, 800 UNION TRUST BLDG., PITTSBURGH 19, PA. 





Decision 


Making 


Making the right executive decision 
calls tor diversified scientific “know- 
how.” Helping furnish this “know- 
how” is the management and engineer- 


ing consultant’s job. 


Every company today faces complex 
problems in such fields as accounting, 
engineering, industrial and public rela- 
tions, insurance, financing, marketing, 


rates and many other areas. 


Commonwealth specialists are avail- 
able to work with your executives in 
these areas, at a fraction of the cost 
you would pay for full-time people on 


your own staff. 


Commonwealth 


SERVICES INC. ASSOCIATES INC. 


Vanagement and Business Consultants 


Consulting and Design Engineers 


NEW YORK 22, N. Y., 300 Park Ave. 
HOUSTON 2, TEXAS, M&M Building 
JACKSON, MICHIGAN, 209 E. Washington Ave. 
WASHINGTON 6, D. C., 1612 K Street, N.W. 
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E. Randol, vice president in charge of engineering 
construction. j 

The projects which will cost almost $9,000,0) 
1959 and approximately $14,000,000 in 1960 in 
the following: 

1. Sixth generating unit, which will more than & 
capacity of Coughlin power station at St. Landry, 
under construction and scheduled for cony letig 
1961. New unit will have generating capacity of ; 
than 116,000 kilowatts, more than doubling power 
tion’s present capacity of 100,000 kilowatts. Cost: 
600,000. Construction increasing Coughlin power 
tion’s capacity has constantly been underway since | 

2. Scheduled for completion in September is a 
modernistic executive office building in Pineville. 

3. Ground leveling has already started for a se 
center and office, warehouse, crew building and ga 
They are scheduled for completion in December, 

4. The Pineville business office will be operating { 
a modernistic, renovated business office, complete 
drive-in facilities and ample parking space, in 
cember. | 

5. A $1,500,000 planning, engineering and righi 
way acquisition program is now underway for a fd 
four (44) mile 138,000 volt transmission intercon 
tion system line from Mansfield to Leesville. 


G-E Reports Increase in Orders for Lara 
Steam Turbine Generators 


A PROGRESSIVE improvement in the placemen 
orders for large capacity steam turbine-generator 1 
by the nation’s electric utilities was noted recently 
W. S. Ginn, General [lectric Vice President and ( 
eral Manager of the Company’s Turbine Division 

In a statement to the employees of General [lect 
Schenectady plant and to the community, Mr. 
reported that in the first seven months of this year 
Large Steam Turbine-Generator Department had 
ceived contracts for units with a total capacity of ( 
2,000,000 kilowatts. 

He compared this total to last year when “all « 
panies which manufacture such machines reccived 
ders for less than two million kilowatts making } 
one of the worst order years in recent history.” 

The steam turbine-generator industry since the | 
of World War II has noted definite five year cycle 
ordering by the electric utilities with two or three y 
of heavy ordering, and a sparse number of contract 
the other years. 

“The steam turbine-generator order outlook for | 
is even better,” Mr. Ginn said. “We expect 1°60 to 
an excellent year for orders, resulting in higher emp! 
ment levels in 1961 and 1962.” 

Mr. Ginn pointed to two items in the nation’s ¢ 
nomic barometer as signs of encouragement. | hey 4 

1. Electrical energy consumption which this yea 
running 10.7 per cent ahead of last year, with ¢ 
week in 1959 showing an improvement over ‘he ¢ 
parable week in 1958. 

2. Electric power consumption reaching ai allt 
high of 13.7 billion kilowatts in the week en:(ing : 
gust 1, with the record possibly being higher except 
the current steel strike. 
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lundScriber Issues Brochure 


EW brochure describing its 24- 
cont.nuous tape recorder-repro- 
has been made available by The 
hdScriber Corporation. The at- 
ive eight-page booklet illustrates 
Monitor’s” operational features, 
ins « complete list of its speciti- 
ns, aid indicates the great variety 
s users. 

e brochure may be obtained by 
ng to: The SoundScriber Cor- 
tion, 6 Middletown Avenue, 
h Haven, Connecticut. 


alavar Introduces New 
Pole Aligner 
EW power operated pole aligner, 
bed to handle any size pole, was 
bunced recently by the Calavar 


Moration, 2700 S. Broadway, Los 


eles 7, California. 


and right 


er-type 


e Hydra-Pike consists of two 
arms mounted on a 
platform at the derrick head 
ve. The arms or pincers are hy- 
lically operated. Hydraulic line 
cting system is available for tele- 
ic booms. The complete system 
be mounted on most derricks, 
es, booms, and diggers used 
ighout the utility industry. The 


\Er-tip controls can be mounted 
where. 


Division, 
eral [‘lectr 
y, Mr. G 
this year 
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en “all ¢ 
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ory.” 
since the ¢ 
‘ear cycles 
wr three y 
F contract 


r complete specifications and ap- 
tion information, write to the 
var Corporation, 2700 S. Broad- 
Los Angeles 7, California. 


kine Gas Has $82,000,000 


Program Underway 
,HANDLE Eastern Pipe Line 
hpany announces that its subsid- 

Trunkline Gas Company of 
iston, Texas, has a $82,000,000 
truction program under way. The 
facilities are expected to be in 
ation during the coming winter 
on unless deliveries of steel pipe 
delayed because of a prolonged 


ook for 1H strik« 


t 1960 to 


xher empl 


nation’s ¢ 


r except 


he expansion program will in- 
se Trunkline’s pipeline capacity 
1375,000 MCF per day to 510,000 
F per day. The bulk of the in- 
sed supply will be sold by Trunk- 
to Consumers Power Company 
lichigan. 


R Issues Catalog on Visible 
PPttrols for Machine Systems 
BLICATION of a colorful new 


bage manual entitled “Visible Con- 
for Machine Systems” has just 


been announced by Remington Rand 
Division of Sperry Rand Corporation. 

Concisely written and profusely 
illustrated, this manual explains just 
how visible recordkeeping systems and 
housing equipment facilitate sound 
management decisions, and at the same 
time get the work done faster by ex- 
pediting machine operations. 

A copy of this manual can be ob- 
tained at any Remington Rand branch 
office, or by writing to the company at 
315 Fourth Avenue, New York 10, 
N. Y. and requesting KD 854. 


New Lead Acid Battery 
Handbook Available 
From Gould 


INDUSTRIAL storage battery users 
and maintenance men in all phases of 
industry will be interested in a new 
36-page handbook of technical in- 
structions and engineering data on 
the care of motive power storage 
batteries. 

Prepared by the Industrial Divi- 
sion of Gould-National Batteries, 
Inc., Trenton, N. J., the illustrated 
booklet, “Instructions and Mainte- 
nance Data’ (GB-1896) covers all 
phases of battery theory, operation 
and maintenance. 

Copies of Bulletin GB-1896 may 
obtained from: Gould-National 
Inc., Trenton 7, New 


be 
3atteries, 


Jersey. 


Standard Wire & Cable Issues 
Glossary of Wire and 
Cable Terms 


STANDARD Wire and Cable Com- 
pany announced recently the publica- 
tion of a pocket sized “Glossary of 
Wire and Cable Terms.” 

The booklet, a 4 x 6 pocket 
publication, lists alphabetically 
mon terms, expressions, and units 
used in the electrical wire and cable 
industry. It is indispensable as a ref- 
erence to engineers, designers, tech- 
nicians and purchasing personnel. 

Available at no cost on letterhead 
requests to 3440 Overland Avenue, 
Los Angeles 34, California. 


sized 
com- 


Reading Body Works Introduces 
New Telephone Utility 
Truck Body 


A NEW “job-planned” telephone 
utility truck body, with removable 
and adjustable shelves, has been 
manufactured by Reading 


Body 


Works, Inc., of Reading, Pa., for the 
Mountain States Telephone and Tele- 
graph Company, of Phoenix, Ariz. 
The vehicle is used for telephone in- 
stallation work. 

Removable shelves, which provide 
storage for tools and materials, give 
the truck operator the option of 
changing the interior compartments 
arrangement to meet daily work re- 
quirements. The shelves, mounted on 
special die-formed steel brackets, can 
be removed or inserted without tools. 

The Western Truck Equipment 
Company, also of Phoenix, which 
adapted the Reading body for the Bell 
System division, supplied 30 extra 
shelf dividers. They fit into three-di- 
mensional slots to permit optional 
spacing of storage bins for small 
parts, supplies and tools. The dividers 
slip into slots on one-inch centers 
without the need of tools. 

Special overhead angled ladder 
racks were installed on each side of 
the body, which is mounted on a 
standard Ford chassis. 

Double-paneled doors keep supplies 
in the compartments waterproof. All 
doors are equipped with slam-action 
locks. 

The body, fabricated from heavy 
gauge cold rolled steel, has all the 
standard Reading construction fea- 
tures, including complete unitized elec- 
tric welding, safety-tred flooring and 
undercoating. 


A-C Releases New Bulletin on 
Power Factor Capacitors 


CONSTRUCTION features of 
Allis-Chalmers substation and pole- 
mounted power factor capacitors are 
described in a new bulletin released 
by the company. 

Available in ratings of 25 and 50 
kvar in 2400 through 7960 volts, Allis- 
Chalmers capacitors meet all national 
standards for size, voltage, range and 
dimension. They are factory assem- 
bled for single-row or multi-row con- 
figuration or for stacking racks to 
users’ requirements. 

The bulletin shows how Allis- 
Chalmers quality control is applied 
throughout the production of its ca- 
pacitors. It includes a cutaway view 
to show the capacitor’s design ad- 
vantages. 

Copies of “Allis-Chalmers Power 
Factor Capacitors,” bulletin 32B9421, 
are available on request from Allis- 
Chalmers, Milwaukee 1, Wisconsin. 














PREPARING FOR THE UTILITY RATE CASE 


by Francis X. Welch, B. Litt., LL. B., LL. M. 










The satisfactory solution of the most expensive and difficult problem of Commission Regulation— 
The Rate Case—depends very largely upon how well and how thoroughly the details of preparation 
ave been given attention. “Preparing for the Utility Rat: 
Case” is a compilation of experiences taken from the records 
of actual rate cases. It has required two years of research, 
study and analysis, conducted by Francis X. Welch, Editer 
of PUBLIC UTILITIES FORTNIGHTLY, with the aid an: 
cooperation of selected experts, to complete this treatise. 











The volume, being the first of its kind, should be found 
invaluable to utility executives, rate case personnel, 
attorneys, accountants, consultants, regulatory com- 
missions, rate case protestants, and, in fact, to all persons 
engaged in or having an interest in rate cases. 









Among the values of this compilation are the reviews of 
methods and procedures, which have been found helpful in— 

















® simplifying and speeding up rate case 
groundwork 


® saving time and expense of companies, 
commissions and other parties 


© cutting down “lag losses” 


® aiding the consumer by making possible 
faster plant and service improvements 


® increasing the confidence of investors 
—all of which are in the public interest. 







320 The volume does not offer a program of standardized 
Pages procedures for rate case preparation, but reviews the plain 
Price: $10 and practical methods that have been used. 


These chapter headings indicate the coverage: 













The Birth of the Utility Rate Case Completing the Rate Base; 
Public Relations and the Rate Case Working Capital 

The Birth of Utility Company Rate Opposition Operating Expenses 

The Grand Strategy of the Rate Case Operatin Expenses, Continued— 
Selection and Function of the Attorney Annual Depreciation 

The Mechanics of Rate Case Preparation The Rate of Return 

Proof of the Rate Base Rate Adjustments—Allocations 






The Completed Rate Base—Overheads, Land, 
Depreciation, Working Capital 








PUBLIC UTILITIES REPORTS, INC., Publishers 
SUITE 332, PENNSYLVANIA BUILDING 
425 THIRTEENTH STREET, N. W. 
WASHINGTON 4, D. C. 










>NDUCT OF THE UTILITY RATE CASE 


E by Francis X. Welch, B. Litt... LL.B., LL. M. 




























His is the companion volume to “PREPARING FOR THE UTILITY RATE CASE.” It deals with 
these procedural matters which come after the preparatory stages of the rate case. It presents for the 





ation— 
ration [§rst iime the practical problems of conducting the case— 
ty Rate 
record; 
search, ® filing the application 
~ ® introducing the evidence 
tii ®& examining the witnesses, etc. 
found n fact, it explains the time-saving and effective ways of making the 
=" tep-by-step progress toward the rate decision, including information 
— oncerning the requirements for appeal and review. 
ersons 

Nowhere in the literature of regulation will you find, in rela- 
09 cf ively small compass, a comparable exposition and guide. 

in— 

Here are the chapter headings: 
s, Assisting In The Rate Case Preparation 

The Formal Approach To The Rate Case 

The Attorney-Client Relationship 
sible Preparing The Petition or Application 
” Preparing The Testimony 

Parties—Rate Complaints—Investigations 

Negotiations Before Hearing—Prehearing Proceedings 
ined Setting and Opening The Hearing 
plain Examination In Chief 

Cross-Examination and Rebuttal 

Evidence in a Rate Case 

The Case for Complainants 

or Rate Increase Protestants 
The Expert Witness 
Motions, Interlocutory Procedures, Arguments, Briefs 
and Decisions 
Appeal and Review 





“Conduct of the Utility Rate Case,” like its companion, is designed not only to aid both 
raie-case practitioners and regulatory authorities, but everyone who has responsibilities or duties in 


connection with a rate case. 






PUBLIC UTILITIES REPORTS, INC., Publishers 


SUITE 332, PENNSYLVANIA BUILDING 
425 THIRTEENTH STREET, N. W. 
WASHINGTON 4, D. C. 


























PROCEEDINGS 
NATIONAL, AssOCHATION 1958 CONVENTION 


AT PHOENIX, ARIZONA 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 


COMMISSIONERS 





THIS edition contains valuable material on the 
subject of regulation of rates and services of 
public utilities and transportation companies 
including the following: 


Rates of Public Utilities and Transportation Agencies, Depreciation, Valuation, Railroad 
Passenger Deficit and Regulation of Public Utilities, Panel discussions on the subjects 
of "The Memphis Decision and Its Effect on Gas Distribution Companies", "The Case 
for Repeal of the Excise Taxes on Transportation and Communications", and "The 
Treatment of Accelerated Depreciation for Rate Making Purposes." 


Price $10.00—Approximately 550 Pages 





OTHER PUBLICATIONS OF THE ASSOCIATION 


1957—Uniform System of Accounts for Water Utilities 
For the purpose of applying the 1957 Revised System of Accounts for Water Utilities 
prescribed by State Commissions the new editions have been printed in three (3) 
volumes: 


Class A & B — 128 pages 


Accounts for utilities having annual water operating revenues of $250,000 or more .... $4.50 


Class C — 100 pages 
Accounts for utilities having annual water operating revenues of $50,000 or more and 
less than $250,000 3.50 


Class D — 64 pages 
Accounts for utilities having annual water operating revenues of less than $50,000 ... 2.00 
NOTE: 1958 Revised Uniform System of Accounts for Electric and Gas Utilities are in the process 
of being printed and will be available about May 1, 1959. 
1958—Regulations Governing the Preservation of Records of Electric, Gas 
and Water Utilities 


Local Service Telephone Rates (Revised 1957) 
An excellent compilation of rates prepared by NARUC Subcommittee on “exchange rates" 
for all exchanges of Bell System, the rates of cities of 50,000 population or more for Bell and 
Independent exchanges, and tabulation of above exchanges which had ten cent coin tele- 
phone rate in effect June 30, 1957 
Local Service Telephone Rates—Set of revised pages only for 1958. 75 loose leaf pages 
Telephone Separations Manual (Revised 1957) 
Includes the 1952 addendum, the so-called Charleston Plan and the 1956 addendum, the 
so-called Phoenix Plan changes 
Depreciation: 
1943—1944 Reports of Committee on Depreciation. A comprehensive and complete analysis 
of the problems of depreciation on public utility regulation. 326 pages, paper bound 
1946—Methods of Pricing Retirements from Group Property Accounts 
1948—Letter Symbols for Mathematics of Depreciation 
1948—Half Cycle Methods of Estimating Service Life 
1955—Report of Committee on Depreciation (Discussion of Liberalized Depreciation under 
Internal Revenue Code of 1954) 
1956—Report of Committee on Depreciation (Depreciation Rates for Electric Utilities) .... 
1958—Report of Committee on Depreciation (Cost of Removal and Gross Salvage related to 
Book Cost Retired for Electric, Gas and Telephone Companies) 


(When remittance accompanies order, we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD AND 


UTILITIES. COMMISSIONERS 
P. ©. BOX 684 WASHINGTON 4, D. C. 
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U.S. TREASURY SALUTES THE RAILROAD INDUSTRY 





—and its thousands of employees who help strengthen 
America’s Peace Power by buying U.S. Savings Bonds 


vear our railroads carry some half a billion passengers 
\ billion tons of freight. Railroad employees, who keep 
ital transportation system running, help in another sub- 
al way to support our national security. Thousands upon 
ands of them are buying U.S. Savings Bonds, regularly, 
gh the Payroll Savings Plan. 


cular purchases of Shares in America aid these thrift 
ious people in building up their own reserves for the 
e. The Payroll Savings Plan provides a sound, systematic 
to he!» finance homes, education and increase security 


retirement. 


Bs your company put in a Payroll Savings Plan? If not, 
now! A telephone call to your State Savings Bonds Di- 
r wil! bring prompt and understanding help in putting 
lan to work. Call him now. Or write Savings Bonds Divi- 
U.S. Treasury Department, Washington, D.C. 


Public Utilities Fortnightly @ 


ew 


WESLEY J. HENRY, experienced engineer with one of America’s 
great railroads, is typical of thousands of highly trained employees 
in this field who are buying U.S. Savings Bonds regularly. Mr. Henry 
uses his company Payroll Savings Plan to make a personal contribu- 
tion to the Peace Power of his country. 


S. GOVERNMENT DOES NOT PAY FOR THIS ADVERTISEMENT. THE TREASURY DEPARTMENT THANKS, FOR THEIR PATRIOTISM, THE ADVERTISING COUNCIL AND THE DONOR ABOVE. 























PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








63 years of leadership in property valuation 
me AMERICAN APPRAISAL company 


Home Office: Milwaukee 1, Wisconsin 
Offices in 18 cities coast-to-coast 














BLACK & VEATCH 
CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 


Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 




















BONI, WATKINS, JASON & CO., INC. 


Economic & Management Consultants 


37 Wall Street 919 Eighteenth St., N.W. 
New York 5, N. Y. Washington 6, D. C. 
Rate Cases Management and Market Studies Rate of Return Analysis 
Cost of Service Determination Economic and Financial Reports 






















SERVICES INC. Management and Business Consultants 


300 Park Ave., New York 22, N. Y., MUrray Hill 8-1800 


Common wealth 1 Main St., Houston 2, Texas, CApital 2-9171 
1612 K St., N.W., Washington 6, D. C., STerling 3-3363 


ASSOCIATES INC. Consulting and Design Engineers 


Commonwealth Building, Jackson, Mich., STate 4-6111 




















DAY & ZIMMERMANN. INC. 


ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA CHICAGO 


Design — Electric Line Construction — Management — Reports and Valuations 
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(continued) 


DRAKE & TOWNSEND 


ncorporated 


I 
11 WEST 42ND STREET, NEW YORK 36, N.Y. « 


EMPIRE GAS 
ENGINEERING CO. 
P.O. Box 1738, 

Atlanta 1. Georgia 






- Design 
- Engineering 
- Construction 


LP-gas 
peak shaving 
and stand-by 

plants for 
+ municipalities 
> industry 

+ design 
+ construction 








Ford, Bacon & 
VALUATION Engineers 


REPORTS 


x 





Davis 


CONSTRUCTION 
RATE CASES 


NEW YORK @ MONROE, LA. @ CHICAGO @ SAN FRANCISCO 








Rate of Return Analyses @ Rate Design 


1523 L STREET, N.W. 
WASHINGTON 5, D. C. 





FOSTER ASSOCIATES, INC. 


Rate Cases @ Cost of Service and Other Regulatory Methods 


Natural Gas Field Price Problems @ Economic and Financial Reports 


326 MAYO BUILDING 
TULSA 3, OKLAHOMA 








ENGINEER & ARCHITECT 
Specializing in the location and design of 


New YORK WESTBURY 





Francisco & JAcoBUus 


Customers Service Centers and Operating Headquarters 
CLEVELAND 

















GIBBS & HILL, inc. 
Consulting Engineers 
DESIGNERS ¢ CONSTRUCTORS 
Los Angeles NEW YORK Tampa 
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GILBERT ASSOCIATES, INC. 


ENGINEERS and CONSULTANTS 


525 LANCASTER AVE. 
FOUNDED 1906 READING, PA. 


WASHINGTON « NEW YORK 


































W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 






















Harza Engineering Company 
Consulting Engineers 


Calvin V. Davis Richard D. Harza E. Montford Fucik 


REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATION — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 




















HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE ° COLUMBUS, OHIO 































JENSEN, BOWEN & FARRELL 


ENGINEERS 


APPRAISALS — DEPRECIATION STUDIES — PROPERTY RECORDS 
COST TRENDS — SPECIAL STUDIES — REPORTS 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
Michigan Theatre Building Ann Arbor, Michigan NOrmandy 8-7778 
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See fu ljia n loyoralion 


ENGINEERS ’ CONSTRUCTORS 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 












William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 


GAS 
ELECTRIC 


Send for brochure: “The Value of Cost Analysis to Management” 





CLASS COST ANALYSES ‘or Developing CLASS RATES stan? 
WATER OF RETURN and UNIT COSTS for use in MUNICIPAL 
TELEPHONE RATE CASES AND MODERNIZATION of Rate Structures PROBLEMS 


17 BAYWATER DRIVE DARIEN, CONN. 











CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 


231 SOUTH LA SALLE STREET 








ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 











SANDERSON & PORTER 


CONSTRUCTION ’ REPORTS & 
SURVEYS 


NEW YORK NEW YORK 

















Sargent & Lundy 
ENGINEERS 


> Steam and Electric Plants 
Usilstses—Industrtals 
Studies—Reports—Design—Supervision 


Chicago 3, Ill. 
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STANDARD RESEARCH CONSULTANTS, INC. 


Rate of Return © Valuations ¢ Capital Costs 
Customer Surveys © Depreciation Studies 
Regional Economic Studies ©® Property Records 


345 Hudson St. Watkins 4-6400 New York 14, N. Y. 














SD a a 


CHICAGO 


ENGINEERING CORPORATION PITTSBURGH 


HOUSTON 


SAN FRANCISCO 
DESIGN + CONSTRUCTION » REPORTS - APPRAISALS LOS ANGELES 


SEATTLE 
EXAMINATIONS + CONSULTING ENGINEERING TORONTO 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 











Whitman, Requardt and Associates 
Publishers of the HANDY-WHITMAN INDEX 


DESIGN—SUPERVISION OF PUBLIC UTILITY CONSTRUCTION COSTS, 
now in its 35th year and a companion publication the 
REPORTS—VALUATIONS HANDY-WHITMAN INDEX OF WATER UTILITY 
CONSTRUCTION COSTS 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
































EARL L. CARTER 
ioe Consulting Engineer 
Abrams oo agua REGISTERED IN INDIANA, NEW YORK, OHIO, 
(mp PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Topographic and Planimetric Maps Public Utility Valuations, Reports and 
a & oo for all Original Cost Studies 
ngineering work. . opine ; x 
Abrams Bldg. sation, St. 910 Electric Building Indianapolis, Ind. 











ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 


for the GAS INDUSTRY 


4600 E. 63rd St. Traffieway CON SOLIRREES 
Kansas City 41, Missouri 





BURNS & McDONNELL 


Engineers-Architects-Consultants 
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GANNETT FLEMING CORDDRY AND CARPENTER, INC. 


ENGINEERS 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—Insurance Surveys 


HARRISBURG, PENNSYLVANIA 








MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 











INTERNUCLEAR COMPANY 
Nuclear consultants, engineers, and 
designers 
Economics of Nuclear Power, Reactor 
Analysis and Design, Shielding, 
Special Applications 


Clayton 5 Missouri 








PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils—Mechanics 
Testing—Inspection—Analysis 


Main Office, Pittsburgh, Pa. 
32 Laboratories in Principal Cities 

















Jackson & Moreland, Inc. 
Jackson & Moreland loterseticnel, inc. 
Engineers and Consulta 
MLUCTRICAL- MECHANICAL STRUCTURAL 
DESIGN AND SUPERVISION OF CONSTRUCTION 


FOR 
UTILITY, INDUSTRIAL AND ATOMIC PROJECTS 
SURVEYS—APPRAISALS—REPORTS 


MACHINE DESIGN—THECHNICAL PUBLICATIONS 
BOSTON NEW YORK 





A. S. SCHULMAN ELEctTRrRic Co. 


Electrical Contracting Engineers 
founded 1890 
PowER STATION—INDUSTRIAL— 
COMMERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 
2416 8, MICHIGAN AVE., CHICAGO, Id. 
Angeles 




















PETER F. LOFTUS wninnme, 


sei, £. 


Design and C g Eng s 
Electrical * Mechanical ° Structural 
Civil * Nuclear « Architectural 


FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 





> o 
*eusueo 








The R.W.STAFFORD CO. 
GAS CONSULTANTS — ENGINEERS 
CONSTRUCTORS 

Natural Gas Conversions 
; Plant Management & Operations 
Accident & Insurance Investigations 
Peak Shaving & Standby Plants 
EVANSTON, ILLINOIS 
2944 Grant St, Phone UNiversity 4-6190 

















LUTZ & MAY COMPANY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








SVERDRUP & PARCEL 
Engineers & Consultants 


Design, Construction Supervision 

Steam and Hydro Power Plants 

Power Systems—Industrial Plants 
Studies—Reports 


St. Louis ° Sen Francisco ° Washingtos 














Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 


332 Pennsylvania Building 
Washington 4, D. C. 








A. W. WILLIAMS INSPECTION CO,, INC, 


Specialized Inspection Service 





Poles, Crossarms, Lumber, Piles, Crossties 
Preservative Treatment and Preservative Analysis 


208 Virginia St., Mobile, Ala. 
New York St. Louis Portiand 
Inspectors stationed throughout the U.S.A. 








Mention the FortNIGHTLY—I¢ identifies your inquiry 
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INDEX TO ADVERTISERS 


‘oa Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 


Abrams Aerial Survey Corporation ... 

*Allen & Company 

*Allied Chemical Corporation—Plastics & Coal 
Chemicals Division 

*Allis-Chalmers Manufacturing Company 

American Appraisal ~ignabsiie The . 

Analysts Journal, The : 


*Babcock & Wilcox Company, The . 
Black & Veatch, Consulting — ; 
*Blyth & Company, Inc. ... 
Boni, Watkins, Jason & Co., Inc. 

Burns & McDonnell, Engineers - 


c 


Carter, Earl L., Consulting Engineers . 
Columbia Gas System, Inc., The 
Combustion Engineering, The . 
Commonwealth Associates, Inc. . 
Commonwealth Services, Inc. . .. 
Consolidated Gas and Service Company 


D 


Day & Zimmermann, Inc., Engineers . 28 
Dodge Division of Chrysler edd _ Outside Back Cover 
Drake & Townsend, Inc. ............ Egat 29 


*Eastman Dillon, Union Securities & Company .. 
*Ebasco Services Incorporated - 
Electro-Motive Division, General Motors . 
Empire Gas Engineering Company 


*First Boston Corporation, The 
Ford, Bacon & Davis, Inc., Engineers 
Foster Associates, Inc. : 
Francisco & Jacobus .. 


Gannett Fleming Corddry and Carpenter, Inc. 

General Electric Company .. Inside Front Cover 
Gibbs & Hill, Inc., Consulting Engineers .............. 29 
Gilbert Associates, Inc., Engineers . 
Gilman, W. C., & Company, Engineers . 330 
*Glore, Forgan & Company .. aa ae 


*Halsey, Stuart & Company, Inc. .. 
*Harnischfeger Corporation 
*Harriman, Ripley & Company . 

Harza Engineering Company .. 
*Hi-Voltage Equipment Company .... 
Hoosier Engineering Company ... 


*International Business Machines Corp. 
Internuclear Company 
Irving Trust Company . 
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Jackson & Moreland, Inc., Engineers 
Jensen, Bowen & Farrell, Engineers 


*Kellogg, M. W. Company, The 
*Kidder, Peabody & Company 
*Kuhn Loeb & Company .. 
Kuljian Corporation, The .. 


*Langley, W. C. & Co. .. : 
Leffler, William S., Engineers ‘Associated . 
*Lehman Brothers ns 
*Line Material Industries ... . 

*Loeb (Cari M.) Rhoades & Ge... 

Loftus, Peter F., Corporation 

Lutz & May Company, Consulting Engineers 


*Main, Chas. T., Inc., Engineers .... 
*Merrill Lynch, Pierce, Fenner & Smith, Inc. 
Miner & Miner, Consulting Engineers 
*Morgan Stanley & Company 


National Association of Railroad & Utilities 
Commissioners 

Newport News Shipbuilding & Dry Dock 
Company 


*Osmose Wood Preserving Company of America, Inc... 


Pioneer Service & Engineering Company 

Pittsburgh Testing Laboratory . 

*Plastic and Coal Chem. Div., Allied Chemical weve 
Pole Sprayers, Inc. ........... 


Recording & Statistical Corporation .... 
Remington Rand Div. of Sperry Rand Co. .......... 


Ss 


Sanderson & Porter, Engineers .. 

Sargent & Lundy, Engineers .... 

Schulman, A. S., Electric Co., Engineers 

*Smith re & Company .. 

Stafford, R. W., Company, The Consultants 

Standard Research Consultants, Inc. ee 
Stone and Webster Engineering Corporation ee 
*Studebaker-Packard Corporation ... 

Sverdrup & Parcel, Engineers & Consultants . 


T 


*Texoma Enterprises, Inc. ............ 


Ww 


*Westinghouse Electric Corporation . 
White, J. G., Engineering Corp., The ... 
*White, Weld & Co. 

Whitman, Requardt and Associates 
Williams, A. W., Inspection Co., Inc. . 





PUBLIC UTILITIES FORTNIGHTLY—AU SYST 2, 








42 ft. boring mill-rough cuts a stay ring for one 
of the world’s most powerful hydraulic turbines. 


ewport News builds six king-size turbines 
for Niagara Power Project 


hese s} illed Newport News machinists are milling 
stay r ag for one of six 200,000 hp. Francis-type 
ydraul > turbines. Before they’re finished, they’ll 
mou. five more turbines—the world’s most 
owerfu —for the Lewiston Power Plant of the 
Magara Project. 

Newy ort News has not only the men, but the 
pcilitie: to take a job like this in its stride... 
our jo», too. For example, the 42 ft. boring 





Engi ieers . . . Desirable positions available at 
New;ort News for Designers and Engineers in 
many categories. Address inquiries to Employ- 
ment Manager. 








mill pictured above was designed and built at 
Newport News. 

The large engineering and technical staffs, acres 
of iron, brass and steel foundries, five huge machine 
shops, and additional specialized equipment make 
Newport News a leader in the production of 
hydraulic turbines, valves, gates, penstocks, and 
other water power equipment you need. 

Consult Newport News engineers on preliminary 
design recommendations at no obligation. 


Newport News 


Shipbuilding and Dry Dock Company 


Newport News, Virginia 








Has inelets on will ine avel ! LO nlbinvae-telomelielsy 


emergency servicemen swear by this Dodge V-8 Tradesman, and for 
good reasons. Besides pick-up load space, it has lock-up room for all 
tools. And with famous Dodge dependability, it has these advantages 


that come in handy on all service calls: 45 hp. more than Truck ‘‘C’’, 





19 more than Truck ‘“‘F”’ . . . shortest turning radius... the largest 


payload, load space, and brakes in the low-priced 3. 


You can choose a powerful V-8 or thrifty Six, 3- or 4-speed trans- 





mission—even push-button automatic LoadFlite. See your Dodge 
dealer about this Tradesman, or any Dodge truck up to 49,000-lb. 
G.V.W. Power Giants. Find out why... 


& - eget ee 


7 today; 
. to choose | Bere tere 
Ss buele)-<- 


A king-sized tool chest on wheels. . . that’s the Dodge Tradesme bod 
Tools and supplies stow neatly, where you can reach them quickly A pl 
for everything. All compartments lock. Available sliding roof prove 
pick-up load space, between body sides. Choice of two body sty!.s. 





